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I. Introduction

The following comments are provided by American Council for an Energy-Efficient
Economy, Arizona Faith Network, Arizona Interfaith Power and Light, Arizona Solar
Energy Industries Association (AriSEIA), Arizona Public Health Association, Black Mesa
Water Coalition, CHISPA Arizona, Conservative Alliance for Solar Energy (CASE), Diné
C.A.R.E., E4TheFuture, Elders Climate Action, Environment Arizona Research & Policy
Center, Natural Resources Defense Council, Our Mother of Sorrows Catholic Church,
Physicians for Social Responsibility, Sierra Club, Solar Energy Industries Association
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(SEIA), Solar United Neighbors, Southwest Energy Efficiency Project (SWEEP), Sunrun,
Té Nizhoni Ani, Tucson 2030 District, Vote Solar, Western Grid Group, and Western
Resource Advocates (WRA) (together the “Joint Stakeholders™) regarding possible
modifications to the Commission’s energy rules. As several stakeholders indicated in their
comments to this proceeding,' the report provided by Commission Staff on April 25, 2019
and updated on July 2, 2019, appears to move Arizona energy policy backward — not
forward — by eliminating requirements for renewable energy and energy efficiency, as
well as combining the Renewable Energy Standard and Tariff (“REST”), Electric Energy
Efficiency Standard (“EEES”), and Resource Planning and Procurement (“RPP”) rules
without strengthening or improving the accountability and transparency of the

Commission’s Integrated Resource Planning (“IRP") process.

The REST and EEES rules, both individually and collectively, have provided substantial
benefits to the state and utility ratepayers in the form of cost savings; reduced water use;
tens of thousands of in-state, family-wage jobs; economic development; and environmental
benefits. These rules have been instrumental in ensuring that the most cost-effective
resources are procured by utilities. As these rules have been effective and are functional,
we recommend extending and improving upon them as the best method to provide
continued benefits to ratepayers and the electricity system — rather than eliminating them

and starting from scratch,

In response, the Joint Stakeholders have developed this comprehensive proposal modifying
the Commission’s existing rules and adding a clean energy focused standard. These
comments serve as a summary and introduction to the Joint Stakeholder Rules and are
accompanied by specific language for each modification in both clean and redline format.
The intention of the Joint Stakeholder Rules is to provide a comprehensive alternative to

the April 25" and July 2" Staff Reports that addresses many of the proposals and ideas put

I See Comments of Western Resource Advocates, Western Grid Group, Vote Solar and Sierra Club filed

May 29, 2019, in Docket No. RU-00000A-18-0284, https://docket.images.azcc.gov/0000198308.pdf
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forth by Commissioners, as well as the interests of the groups who have collaborated on
this effort.

As described in detail below, the Joint Stakeholder Rules include enforceable

standards for the following:

e 100% clean energy by 2045,

e 50% renewable energy by 2030,

e 10% distributed generation by 2030, and

e 35% cumulative energy efficiency savings by 2030.

The Joint Stakeholder Rules also move Arizona toward a more comprehensive IRP process
that provides for more effective stakeholder engagement and ensures greater

accountability, while preserving the RPP rules as separate from the others.

Finally, the Joint Stakeholder Rules recognize the importance of supporting a just transition
for communities impacted by power plant closure by encouraging clean energy investment

on Tribal Lands.
Collectively, the Joint Stakeholder Rules are designed to ensure that:

o There is continued progress and accountability toward clean energy investment by
Arizona’s regulated utilities.

e Arizona’s regulated utilities pursue near-term actions focused on investing in clean
energy resources that are local and cost-effective.

e Investment in new resources is targeted toward those resources that are less likely
to introduce future stranded costs.

e Arizona prioritizes clean energy investment that creates in-state jobs, supports
communities impacted by power plant closure, capitalizes on Arizona’s superior

solar resource, and that improves local air quality and public health.

The Joint Stakeholders are appreciative of the leadership demonstrated by the Commission

in addressing these complex and important issues. This proposal addresses many aspects
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of the proposals put forth by Chairman Bob Burns, Commissioner Sandra Kennedy,

Commissioner Boyd Dunn, and former Commissioner Andy Tobin.

II. Clean Energy Standard

The Joint Stakeholder Rules contain a new standard of 100% clean energy by 2045. This
requirement puts Arizona on the path towards a zero-carbon energy system and is
consistent with policies being developed across the Western United States. A standard of
100% clean energy by 2045 is achievable and necessary to address the impacts of climate
change. The current energy rules do not contain a clean energy standard and, as such, the

Joint Stakeholder Rules create a new policy for measurement and compliance.

Under the Joint Stakeholder Rules, Clean Energy Standard compliance would be measured
using a mass-based regulatory structure that would maximize flexibility in meeting the
Standard by focusing on carbon content rather than any specific technology. A baseline
carbon emissions rate would be set based on an average of 2016-2018 levels and decreased
progressively until the requirement of 100% clean by 2045 is achieved. By including a
Clean Energy Standard in addition to an update to the REST and EEES, the Joint

Stakeholder Rules provide value and flexibility to achieve Arizona’s energy future.

ITl. Renewable Energy Standard

Arizona’s current REST of 15% by 2025 was adopted in 2006 — over a decade ago.
Arizona’s leadership in renewable energy policy spurred incredible entrepreneurship and
technological innovation. At that time renewables were a relatively nascent technology and
investments made in renewables have brought us to the place we are today. Renewable
energy from solar and wind are some of the lowest cost energy resources available. With
continued policy leadership, battery storage will improve the ability for renewable energy
to match load, enabling higher penetration at lower costs, boosting the state’s economy,

improving Arizona’s air quality, and reducing water consumption from power generation.
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As a result, the Joint Stakeholder Rules include an enforceable standard for 50% renewable
energy by 2030. Together with the Clean Energy Standard, this proposal would make
Arizona competitive with nearly every other state in the West.” The Joint Stakeholder
Rules also contain updates to the existing REST that increase the required renewable

energy percentages beginning in 2020 until 50% renewable energy by 2030 is achieved.

IV. Distributed Energy Requirement

The current REST includes a requirement for distributed generation (“*DG”) in section R14-
2-1805. This requirement is often called the “DG carve-out.” The current DG carve-out
requires that 30% of the existing 15% REST be satisfied by obtaining Renewable Energy
Credits (“RECs”) from distributed energy resources. In 2025 this requirement amounts to
4.5% of retail sales. Half of this carve-out is required to come from residential applications
and the other half is required to come from non-residential, non-utility applications. When
this provision was originally enacted, Arizona offered upfront incentive payments to
customers installing DG. In exchange for the incentive payment, DG customers provided
the RECs associated with their DG system production to the utility for use in complying
with the REST and the DG carve-out. Since incentives have expired, participation in DG
has continued to grow in Arizona, but the utilities are no longer receiving RECs for new
DG. No alternative method for REC transfer has developed resulting in the need to request

waivers from this provision of the current REST.

As Arizona updates the REST, the DG carve-out should be updated in order to
accommodate the current situation in which the RECs associated with DG are not provided
to the utility, and to ensure that customers are provided the opportunity to participate in
clean energy development in Arizona. To accomplish these goals, the Joint Stakeholders
propose an updated Distributed Renewable Energy Requirement (“DRER”). The DRER
will not be a carve-out of the updated REST, but rather a parallel program under which

2 The following standards have been adopted: Nevada: 50% renewable by 2030 and 100% clean by 2050;
New Mexico: 50% renewable by 2030, 80% renewable by 2040, and 100% zero-carbon by 2045; Oregon:
50% renewable by 2040; Washington: 100% clean by 2045; California: 100% clean energy by 2045.
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10% of total retail sales will be required to come from distributed generation by 2030.> The
requirement will begin at 4% in 2020 and will increase by six tenths of one percent each
year until 2030 when the 10% requirement is reached. DG resources that are eligible for
the DRER must have a nameplate capacity of 50 kW or less.* Compliance with the DRER
will be measured based on DG production captured by the dedicated production meters

installed by the utility at the customer’s premise.’

The proposed DRER is reasonable and conservative. The initial target of 4% in 2020 is less
than current penetration levels for Arizona Public Service Company (APS), Tucson
Electric Power (TEP), and UNS Electric.® Prior to the end of net metering, APS projected
DG penetration as high as 18% in 2030’—a value significantly higher than the proposed
requirement of 10% in 2030. As Arizona has moved away from retail rate net metering to
an export credit rate, growth in DG is expected to slow significantly. Adoption of the
DRER will ensure that there remains a viable path for customer participation in Arizona’s

clean energy future.

As utilities plan to meet the DRER, they should promote the development of customer-
sited battery storage in combination with and in addition to DG. Such goals can be achieved
through rate design and incentives, including compensation mechanisms for the utilization
of Distributed Renewable Energy Resources to provide services in support of power system
stability and power quality including “bring your own device” tariffs that compensate
service aggregators for the coordination, operation, and dispatch of multiple customer-sited

battery storage and DG systems.

3 For purposes of the DRER retail sales will be measured inclusive of the solar production that is produced
and consumed behind the meter,

* Community Distributed Generation is not subject to this size limitation.

* Production from Distributed Renewable Energy Resources will not be eligible for compliance under the
REST unless RECs associated with the production are obtained and retired.

6 See APS docket No. E-1345A-18-0226, TEP docket No. E-01933A-18-0238, and UNSE docket No. E-
04204A-18-0239.

7 Arizona Public Service Company. 2017 Integrated Resource Plan filed in Compliance with R14-2-703.
April 2017. Table F-2, page 211.
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V. Energy Efficiency Requirement

Since 2010 the current EEES has saved Arizona ratepayers money, energy, capacity, and
water; stimulated the local economy; and reduced air pollutants — all cost-effectively.

Benefits have included:

e More than $1 billion in net economic benefits for all Arizona ratepayers;
e More than 14 billion gallons of water saved; and,
e Energy savings equivalent to the consumption of more than 500,000 Arizona

homes.®

Energy efficiency is also Arizona’s cheapest energy resource’ and employs more than
40,000 people across the state.'”

In order to reap the benefits of continued energy efficiency investment, the Joint
Stakeholder Rules include an enforceable standard for 35% cumulative energy savings by
2030. The Joint Stakeholder Rules also contain updates to the existing EEES to reduce

regulatory barriers to energy efficiency program deployment and comprehensiveness.

V1. Integrated Resource Planning Process Improvements

The Joint Stakeholders propose significant modifications to the RPP rules to address
concerns about the current IRP process, including proposed changes that will increase the
opportunity for stakeholder involvement, increase accountability, and improve

transparency in utility planning.

8 See 2010-2018 Annual Demand Side Management reports of Tucson Electric Power, Arizona Public
Service Company, and UNS Electric filed with the Arizona Corporation Commission.

? According to Tucson Electric Power’s 2017 Integrated Resource Plan, other resources cost substantially
more including gas (at least 4-times more) and nuclear (at least 6-times more).

'° Environmental Entrepreneurs, Energy Efficiency Jobs in America: Arizona: https://www.e2.org/wp-
content/uploads/2018/09/ARIZONA-Dist.pdf
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As the Commission is aware, the prior IRPs submitted by APS and TEP were heavily
focused on the procurement of gas resources to the detriment of other resources including
renewable energy, energy storage, energy efficiency, and demand response. The
Commission ultimately did not acknowledge the utilities’ IRPs, which resulted in a gap in

resource planning and highlighted the need for process improvements.

The Joint Stakeholders have undertaken considerable effort to propose rules that are best
suited to Arizona and that are based on lessons learned from and best practices for resource
planning from around the country. In addition to outlining a more user-friendly process
that will enhance reporting requirements, improve and facilitate meaningful stakeholder
involvement, and enable critical transparency for stakeholders and the Commission into a
utility’s development of its IRP, the Joint Stakeholder Rules outline a process that details
specific actions to be taken in the case that an IRP is determined to be deficient. Under the
proposed process, utilities must help the Commission and stakeholders understand why an
IRP represents the best deal for ratepayers and how the IRP analysis and action plan has
changed since the last Commission IRP review. Finally, utilities must return to the
Commission for guidance or an amendment when major changes impact an IRP or IRP

action plan.

VII. Transition for Impacted Communities

The Commission has recently taken steps to acknowledge the responsibility of utilities to
provide support for communities impacted by the retirement of conventional power plants.
Indeed, the pending Recommended Opinion and Order in Docket Nos. E-01345A-16-0036
and E-01345A-16-0123 directs Arizona Public Service Company to develop an initial
transition plan for communities that will be impacted by the closure of the Four Corners

Power Plant.

In addition to establishing a just transition plan and fund, the Commission can also support
just transition efforts by encouraging clean energy development that directly benefits
impacted communities. For example, there is strong potential for solar and wind

development on Navajo and Hopi Lands that, if developed, could help Arizona achieve
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clean energy outcomes while also helping these communities transition to new economic

bases.

To that end, the Joint Stakeholder rules include provisions that direct utilities to consider
and give a preference to clean energy development opportunities in communities impacted

by conventional power plant closures, including on Tribal Lands.

VIII. Conclusions

The Joint Stakeholders appreciate this opportunity to comment on this important
conversation and to provide our proposed rules for the Commission’s consideration. We
are interested in engaging further on these issues and would welcome the opportunity to
present the Joint Stakeholder Rules to the Commission at an upcoming meeting or

workshop.
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TITLE 14, PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
- SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R14-2-701. _ Statement of Purpose

R14-2-702%, Definitions

R14-2-7032, Applicability

R14-2-7043. Load-Serving Entity Annual Reporting Requirements

-2-705 1 - ource ing Process
R14-2-706. _ Inte ISOUTCe cquirements
R14-2-7074, Commission Review and Aul\uuwlggjg&m ent of Load-Serving Entity Integrated Resource Plans
R14-2-708.

R14-2-7095. Procurement
R14-2-70106, Independent Monitor Selection and Responsibilities

R14-2-701 Statement of Purg e
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Federal povernment and the State of Arizona,
The purpose ol this Article is to ensure that the IRP serves as an adequate and uselul too 0 arg l"lh‘nr erly integrale dl:vci
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this regulation.
This regulation shall be interpreted in a way ( tes the highest public go 1d the protection of the interests of the residents of
Arizona, and in such a way that the proceedings are carried out rapidly, justly, and economically

R14-2-7024. Definitions

In this Arucle, unless oﬂwrw:se speciﬁed

-serving entity will perform during

he first iwc {5) vears of the Planning Permd in ordcr Lo implement the Preferred Rcﬁourcc Plan.

2% “Acknowledgment" means a Commission determination, under R14-2-704, that an Integrated Resource Planplas meets the basie
requirements of this Article.

32, “Affiliated” means related through ownership of voting securities, through contract, or otherwise in such a manner that one entity
directly or indirectly controls another, is directly or indirectly controlled by another, or is under direct or indirect common control
with another entity.

43, “All-source Request for Proposals” or “‘all-source RFP™" means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services from market participants. The RFP shall identify the specific needs to be satistied. bul it must be
technology neutral, location neutral, and size neutral. The RFP_shall consider demand-side resources on equal footing as sup-
ply-side ones and shall not be limited to “dispatchable” resources.

3. “All-source RI’QLIL'-}I. Inr lntormaimn or all-mum. R[ I means a process wherein the utility solicits open all-source bids for new

nts. The RIPI shall identify the specific needs to be satisfied. but it must

technology n:.ull‘al. location neutral. and size neutral. The RF1 shall consider demand-side resources on equal footing as supply-side
ones and shall not be limited to ‘dispatchable” resources.
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10.

“Benchmark” means to calibrate against a known set of values or standards.

“Btu” means British thermal unit.
“Capacity” means the amount of electric power, measured in megawatts, that a power source is rated to provide.

7.___“Book life” means the expected time period over which a power supply source will be available for use by a load-serving entity.
8,

==

and demand-side resources that meets the utility's load forecast, accounting for system constraints and the need to maintain the
reliability of the system over the planning period in the Preterred Resource Plan.

“Capital costs™ means the construction and installation cost of facilities, including land, land rights, structures, and equipment.
“Coincident peak” means the maximum of the sum of two or more demands that occur in the same demand interval, which demand
interval may be established on an annual, monthly, or hourly basis.

"Commission” or “ACC™ refers to the Arizona Corporation Commission.

=5

“Customer class” means a subset of customers categorized according to similar characteristics, such as amount of energy con-
sumed; amount of demand placed on the energy supply system at the system peak; hourly, daily, or seasonal load pattern; primary
type of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental; and lo-
cation.

15. “Decommissioning” means the process of safely and economically removing a generating unit from service.

16. “Demand management” means beneficial reduction in the total cost of meeting electric energy service needs by reducing or shifting
in time electricity usage,

17. “Derating” means a reduction in a generating unit's capacity,

18. “Discount rate” means the interest rate used to calculate the present value of a cost or other economic variable.

19. “Docket Control” means the office of the Commission that receives all official filings for entry into the Commission’s public
electronic docketing system.

20, “Emergency” means an unforeseen and unforeseeable condition that:

a.  Does not arise from the load-serving entity’s failure to engage in good utility practices,
b. Is temporary in nature, and
¢.  Threatens reliability or poses another significant risk to the system.

21. “End use” means the final application of electric energy, for activities such as, but not limited to, heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting,

22. “Energy losses” means the quantity of electric energy generated or purchased that is not available for sale to end users, for resale, or
for use by the load-serving entity.

23. “Escalation™ means the change in costs due to inflation, changes in manufacturing processes, changes in availability of labor or
materials, or other factors,

24. “Generating unit” means a specific device or set of devices that converts one form of energy (such as heat or solar energy) into
electric energy, such as a turbine and generator or a set of photovoltaic cells.

25. "“Heat rate” means a measure of generating station thermal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for electric generation by the kilowatt-hours of electricity generated.

26. “Independent monitor” means a company or consultant that is not affiliated with a load-serving entity and that is selected to oversee
the conduct of a competitive procurement process under R14-2-706.

27. “Integrated Resource Plan” or “IRP" means a plan that considers all reasonable resources 1o satis(y the demand for eleetric power
services during a specific period of time, including those relating to the offering of electric power, whether existing, traditional,
and/or new resources, and those relating to encrgy demand such_as energy conservation and efficiency or demand response and
localized energy generation by the cusiomer, while recognizing the obligation of compliance with laws and regulations that con-
strain resource selection,

28. “Integration™ means methods by which energy produced by intermittent resources can be incorporated into the electric grid,

29, “Intermittent resources” means electric power generation for which the energy production varies in response to naturally occurring
processes like wind or solar intensity,

30. “Interruptible power™ means power made available under an agreement that permits curtailment or cessation of delivery by the
supplier.

31. “In-service date” means the date a power supply source becomes available for use by a load-serving entity.

32, “Load-serving entity” means a public service corporation that provides electricity generation service and operates or owns, in
whole or in part, a generating facility or facilities with capacity of at least 50 megawatts combined.

33. “Long-term” means having a duration of three or more years.

34. “Major change” means any new procurement effort or addition, retirement or modification of generation plant having a nameplate
capacity of 50 megawatls or greater: the addition of pollution control equipment; the unanticipated termination of a Power Purchase
Agreement: or other event, such as a major forest fire, as set forth by the Commission.

35. “Major Project” shall mean anv project greater than 50 megawatls.

36. “Maintenance” means the repair of generation, transmission, distribution, administrative, and general facilities; replacement of
minor items; and installation of materials to preserve the efficiency and working condition of facilities,

37. “Mothballing” means the temporary removal of a generating unit from active service and accompanying storage activities.

38. “Operate” means to manage or otherwise be responsible for the production of electricity by a generating facility, whether that fa-
cility is owned by the operator, in whole or in part, or by another entity.

39. “Participation rate” means the proportion of customers who take part in a specific program.
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“Planning Period™ means the fifleen (| 5)-year period in an Integrated Resource Plan for which résources must be planned to meet

customer load requirements.

41. “Planning Reserve Margin' refers to the reserve margin required to operate a load-serving entity's system reliably.

42. “Preferred Resource Plan” means a portfolio of resource additions selected by a load-serving entity from amongst those evaluated
in the IRP representing the best performing resource mix lo be implemented in the Action Plan.

43, “Probabilistic analysis” means a systematic evaluation of the effect, on costs, reliability, or other measures of performance, of
possible events affecting factors that influence performance, considering the likelihood that the events will oceur,

44, “Production cost” means the variable operating costs and maintenance costs of producing electricity through generation, including
fuel cost, plus the cost of purchases of power sufficient to meet demand.

45, “Reference Case™ refers to the forecast of load and associated svstem requirements. commodity prices. capital costs and risks
representing a load-serving entity's best understanding of expected circumstances or median probability outcomes.

46, “Refurbish” means to make major changes, more extensive than maintenance or repair, in the power production, transmission, or
distribution characteristics of a component of the power supply system, such as by changing the fuels that can be used in a gener-
ating unit or changing the capacity of a generating unit.

47, “Reliability” means a measure of the ability of a load-serving entity’s generation, transmission, or distribution system to provide
power without failures, measured to reflect the portion of time that a system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

48, “Rencwable energy resource” means an energy resource that is replaced rapidly by a natural, ongoing process and that is not nu-
clear or fossil fuel,

49, “Reserve requirements” means the capacity that a load-serving entity must maintain in excess of its peak load to provide for
scheduled maintenance, forced outages, unforeseen loads, emergencies, system operating requirements, and reserve sharing ar-
rangements.

50. “Reserve sharing arrangement” means an agreement between two or more load-serving entities to provide backup capacity.

31, “Resource Plan™ refers to g selection of supply-side, demand-side, and transmission resources that best serves a load-serving en-
tity's needs under a given forecast scenario,

52, “Resource planning” means integrated supply and demand analyses completed as described in this Article.

5348,  “RFP” means request for proposals,

54, “Self generation™ means the production of electricity by an end user.

55. “Sensitivity analysis" means a systematic assessment of the degree of response of costs, reliability, or other measures of perfor-
mance to changes in assumptions about factors that influence performance.

56. *“Short-term” means having a duration of less than three years,

57._“Socioeconomic effects” means changes in the social and cconamic environments, including, for example, job ereation, effects on

local economies, geopraphical concentration of persons and structures. concentration of investment capital, and the ability of

low-income and rental households to receive conservalion services.

“Spinning reserve” means the capacity a load-serving entity must maintain connected to the system and ready to deliver power

promptly in the event of an unexpected loss of generation source, expressed as a percentage of peak load, a percentage of the largest

generating unit, or in fixed megawatts,

“Staff” means individuals working for the Commission’s Utilities Division, whether as employees or through contract.

“Third-party independent energy broker” means an entity, such as Prebon Energy or Tradition Financial Services, that facilitates an

energy transaction between separate parties without taking title to the transaction.

61. “Third-party online trading system” means a computer-based marketplace for commodity exchanges provided by an entity that is
not affiliated with the load-serving entity, such as the Intercontinental Exchange, California Independent System Operator, or New
York Mercantile Exchange.

62, “Total cost” means all capital, operating, maintenance, fuel, and decommissioning costs, plus the costs associated with mitigating

any adverse environmental effects, incurred by end users, load-serving entities, or others, in the provision or conservation of

electric energy services.
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R14-2-7023. Applicability

A,
B.

C.

This Article applies to each load-serving entity, whether the power generated is for sale to end users or is for resale.

An electricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days after the increase and shall comply with the filing requirements

in this Article within two years after the notice is filed.

The Commission may, by Order, exempt a load-serving entity from complying with any provision in this Article, or the Article as a

whole, upon determining that:

1. The burden of compliance with the provision, or the Article as a whole, exceeds the potential benefits to customers in the form of
cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the load-serving entity’s
compliance with the provision or Article; and

2. The public interest will be served by the exemption.

A load-serving entity that desires an exemption shall submit to Docket Control an application that includes, at a minimum:

1. The reasons why the burden of complying with the Article, or the specific provision in the Article for which exemption is requested,
exceeds the potential benefits to customers that would result from the load-serving entity’s compliance with the provision or Ar-
ticle;




2. Data supporting the load-serving entity's assertions as to the burden of compliance and the potential benefits to customers that
would result from compliance; and
3. The reasons why the public interest would be served by the requested exemption.

have-been-due on-Aprthb-20Hpader REH-2-20306 00 14 1k thband tH b
et

R14-2-7043. Load-serving Entity Annual Reporting Requirements

A. Demand-Side Data: A load-serving entity shall, by April 1 of each year, file with Docket Control a compilation of the following items
of demand-side data, including for each item for which no record is maintained the load-serving entity’s best estimate and a full de-
scription of how the estimate was made:

1. Hourly demand for the previous calendar year, disaggregated by:
a.  Sales to end users;
b.  Sales for resale;
c¢. Energy losses; and
d.  Other disposition of energy, such as energy furnished without charge and energy used by the load-serving entity;
2. Coincident peak demand (megawatts) and energy consumption (megawatt-hours) by month for the previous 10 years, disaggre-
gated by customer class;
3. Number of customers by customer class for each of the previous 10 years; and
4. Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing demand management measures, by
type of demand management measure.

B. Supply-Side Data: A load-serving entity shall, by April I of each year, file with Docket Control a compilation of the following items of
supply-side data, including for each item for which no record is maintained the load-serving entity’s best estimate and a full description
of how the estimate was made:

1. For each generating unit and purchased power contract for the previous calendar year:

In-service date and book life or contract period;

Type of generating unit or contract;

The load-serving entity’s share of the generating unit’s capacity, or of capacity under the contract, in megawatts;

Maximum generating unit or contract capacity, by hour, day, or month, if such capacity varies during the year;

Annual capacity factor (generating units only);

Average heat rate of generating units and, if available, heat rates at selected output levels;

Average fuel cost for generating units, in dollars per million Btu for each type of fuel;

Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;

Purchased power energy costs for long-term contracts, in dollars per megawatt-hour;

Fixed operating and maintenance costs of generating units, in dollars per megawatt;

Demand charges for purchased power;

Fuel type for each generating unit;

Minimum capacity at which the generating unit would be run or power must be purchased;

Whether, under standard operating procedures, the generating unit must be run if it is available to run;

Description of each generating unit as base load, intermediate, or peaking;

Environmental impacts, including air emission quantities (in metric tons or pounds) and rates (in quantities per mega-
watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury, particulates, and other air emissions subject to
current or expected future environmental regulation;

q.  Water consumption quantities and rates; and
r.  Tons of coal ash produced per generating unit;

2. For the power supply system for the previous calendar year:

A description of generating unit commitment procedures;

Production cost;

Reserve requirements;

Spinning reserve;

Reliability of generating, transmission, and distribution systems;

Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales related to short-term contracts;

and

g Energy losses;
3. Thecapacity. lype, location(s), and expected term of demand-side resources offered in the load-serving entity’s service area for the
previous calendar year:
a By or on behall of the utility;
b, Through government-sponsored programs: or
c..  Through level-ofself generation-in-the-load-serving-entity’s-service-area-for- the-previous-ealendar year; and

4. An explanation of any resource procurement processes used by the load-serving entity during the previous calendar year that did

not include use of an RFP, including the exception under which the process was used.
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R14-2-705. Integrated Resource Planning Process

A. Planning Period: Effectiveness
1. The IRP shall consider a planning period of fifteen (15) vears.

2. An IRP a_;lmuwlcdg&d bv lhe Commission shall renlaln in effect until thc ucknnwled_gmt.nl of a subsequent IRP by the Commis-

cfﬁ.cl until it is ggl\nnwledn;g by the Cummlss ion.

B. Schedule and Filing




1. __Bv April 1 of eve ission acknowledgment an IRP proposal in ac-

cordance with the provisions of this Amc!g ggg applic gb]c Cgmm:ss;ug resolutions and orders. In the case of a substantial change in
the energy demand or group of resources. the Commission may order that the review of the next IRP be earried out before the three

(3) years provided here to respond to and/or mmgg ¢ such gh@gg Al any mgmem nrmr m the thrcf:-\ cgr ﬁh_rxg [gggnrgmem,
load- serving entity may submit a propose view
R14-2-708.
2. The filing of the IRP shall initiate a proe di Cn issic uant o the provisions of this Article.
- | t source i r
1

Thr; [RPlliing ﬁhall be cnmp[k,cdniam,__n bodv d accompanying technical appendices.
15 il stand- b enl d

Pgrt One — Introduction and Summary of Conclusions
Part Two — Planning Environment
Part Three — Load Forecast
EMJ_L‘UU —umLuz.B&mm
ive — S i

Part Six — New Resource
Part Seven — Assumptions ‘orecast

rt Eight ~ Resource Plan Development
Part Nine — Caveats a imitations

— Ork

Part Ten — Work Plan
Part I-[c\. en — égjlgn Plan

viable links shall be lefl intac

2, The !ggad-q,gnmg entity shall, at a minimum, nrtwlde the following work papers to the Commission:
i recast Development work
il. lu;:l Price Forecast Development work Dagers,
iii rce oe' input files:
iv. by the |
Y. Anv nml-nracrw, ing or anulysis work pggg s used 1o assess urge Plan L files, in=
cluding lnancial models use g to calculate the present val " revenue re rate impacts, or

"ﬂ cmenis h

s presented i the IRP.

€. The lo gg—servmg entity s_s;ll nrmnde aceess to 1he mndulmg qonwgrc, including license to Staft of the model(s) th ey use.

minim W provide addendum to the fili 1s and outputs and/or saved run file Is

Such access shall be adequaie to enable the Commission lo Lgplicnlc the results and may include the load-se




Col mmisg ion mll dclermme the appropriat €S5S 10 0, or its output.
The lo i ; : T i i
Ih_me_a_n: no technica
legible to stakeholders;

2 e utility ¢ vi odeli e o stakeholde

4. he soflware can model at hourly and sub-hourly timescales: a

i_Ihi_il_._L—EELhW ware is ¢ l-: oi‘ md_e_lm_g Ilml r-_nurcc nllmwwm

N 2- 70‘7! DY(3). ;mg[ gghg ggn, s.hg[l have g r_caiqnghlc opportunity ;g ghn[lgm_gt_:qm of mfonmmgn as con I‘idgmla]

-2- I sorePIn Reu ts

above, a load-serving gmij,):’s IBP musl in;lgdg the lhllgwiug,

g'nrgcgs;: fm- gggh !gg; n; lhg 1313 nlgu g pg, ;gg wblgh mgg mgl;;gg a rell

item for whie 5 hange in forccast si last fi

'n lowing items:

thmu hlh Ianmn eri 'and

3. A high case where customer clectricity demand and consumption are significantly above utility median expectations

thro he pl
G Disaggregation of the load i i i SUres
and a component asmmigg the changg in lond duc to addltinnai Forecnsled dcmnnd managcmcnk measurcq,

d. alysi consi tion of the i ct of:

2. Techmcal Igg ses in ghg Ioacl fnrecz_l;il, mcludmg lbe exlent luwhmh lhe forecast includes the effects of current and

lann i red ro

3. Non-technical losses in the Ioad forecast, including the extent to which the forecast includes the effects of current

Dm,;!menmlmn of all sources of d
dcsr..r_nuun of how 1hc torecasts weg benchmg:l;gd gnd |usl|hcaugns for sel@ung the methods and ussummmns used.




data;
2. An explanation of the cause of any significant deviation (meaning more than 5%) between the previous forecasts
and the gglunl annual peak demand zmd x.ncrgx that occurred. and

Ic ndt X

Thmcuun 5

ility-owne erati

h

— e

3 g.ﬂg_c_ngmig'gg gng small power production;
4. Distrib ion;
LJ@MM&M_WMWM

Ve : ' : partion ol the resourg J -serving enti rivate project

{4, Curre el in'l S Blu;
) variabl rations cost in dollars per MWh:
: | ; _ includi :

facility is expected. the Icad-wrving entity shall prov!ge
i ld:.nhﬁmllon of gach power source or g;,ggrallng u[||1 mvglveg;
r ;
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Dates for renewal of operating licenses and permilts, to the extent

lic

iclale resourc cement;
itv;

A ity factor for renew NErEY resources:

Ownership information, incl
developer, or by a customer;

8. Anticipated service life;
9. Heat rate:
10. Overnight capital co:
1. Fixed operations an intenance cost;

12. Non-fuel variable operations and mainienance cost: and




3. Average W lc nm. Lion.

1. All information in (a) above;

2. Other costs 1o canstruct and/or o
ments. interco ion costs;

3. Lead lime necessary to plan and build, or ac u1rc lhrnu OWEr pu h ¢ agrec

Amf cogﬂmmw on the acquis m

8. A deseription. with quantitative inf

t-o'f'lhc Clean and Renew Energy S i icle s er.,

4. Annual fuel prices for cach delivered fuel;

b. Annual emission prices;

g l:conomic conditions:

e. h -gnvironmen lations. i i ewable portfolio st s
L. Utility discc ite or weighted average cost of capital;

g. anggal dt.bl !imtlgnnns,

nct -fi 5 ile ou me dem 0 the load-servi enu

I. Economic conditions;




2.

2. _F vimnme lations:

4. Cus lnmgr- led dis lnbulcﬂ ge:ncrgllog,
5. Fuel prices;
6. Emissions costs; and

'?, apital costs.

d ¥ ., o
circumstan edian probabilit yng]comg:
esource Plan Development

'ni e follcrw Iemen in ation:

{ ann !c ' contributi
u_a.mbigaﬂmmm_aammmuy_m
i, a A PSOUTCE;
iv. A table of annual fuel g;msumption by fuel type;

Vi A:.;]_s_h-ﬂm\r labl co) rise { annual cost values for, at
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ii.  The costs gfdsmmwmm

ii. ¥ vaila sources of power:

assoc;mgd wi h
enue TLQIJITE!!!.&!!LQI

R14-2-705(B):

3. Thes Ms of the lo
slakeholders: and




4

with stakeholders during the IRP development process for

1 A ¢ b am ol! orateo the pl m a) roach rioriti dev luation criteria;

and size ngulgg! -

b.

The expected calen Jear r in whi l t' wil 'o ced;

lmn,

Vi, ALer m[‘armanon re ir miss gsolutio
(nmmlsnmn s ucknuw edgment 01' lhc resource plan. Any Elvcn
action plan will remain in effect until a new action plan is approve sequent IR ing or until the Commi
states otherwise.
4. The IRP shall provide a status update on the implementation of the action plan in eflect at the time of the filing of the IRP (or the
most recent action plan, if the filing of a proposed IRP occurs after the expiration of any previous action plan). This status update

shall include the following:
a, An ll__mzcd list of gach e!gmggl nl'lhc Qngr IRP action plan;
f'th




or remo’ ¢ action i cd on interyening events;
d. Anvy ch: Mgc% to nenmmng, cnglnce{]ng or cons ILU,J.!IOH processes of major projects aleeady in progress: and

A description of the ! s to the prior IRP action plan.
!!} ¢ action plan s halglm pr_g 1gjggn c\nlg@upn_ mlh sugmﬂ doc m tion nl'lhc v mic lcul tion. .wm cdc st
i ided :

The avoided transmission ¢ iy ¢

(A The avoided dis trtbut Mﬂ.{_&_ﬂ.ﬂd
d The amtdcd

0i §
I°1_sha ld tify 1

ugg[dmg its 5;glgw|dc review gnd ;;;asgsmcm‘; of the load-serving entity’'s IRP.

tam v.ulfcmn information (o allow Slaﬂ to m[we lhe s issio I'u l‘or

Ig .xd—:.ggzmg entity’s analv; €8,




3. Stafl may reguest that a load-serving entity complete additional analvsés 1o improve specified components of the load-serving,
entit bmissions v request a technical conference with the load-serving in order to gather information regarding the
methodology and contents contemplated by the utility so that the Commission can assess the quality and robustness of the atility’s
analysis.

C. Review by Commission: The-Comnan

-SErvi S 5§ c iaclnr

ent may result in disclosure
tion, the Ioad-wnmn entity may. sut u o Staff

mggeq that the data be submmed to Staft’
lidenti tment of the da

neration: ar d_chvcr\- of clecmcuv. which rm, v in-

o - : factors for compliance
costs, environmental impacls, or mongtization o cnvironmcnl | impacts may be develope rcvimg_d by the Commission in
other proceedings or stakeho der worl shops. Sam larly. if Is fro interested. stakchn!ders indicate additional information is
appropriate, Siaff or the Comm :

Effect of Commission Acknow nt: Whl] no rlc !ar ﬂll re rat a ing re lmenl Lﬁiﬂﬂhed hvorghgi! be :nfgged 1r0m
the Commlmun s acknuwledzmunl ‘the Cnm issi




reparding whether to allow a utility to recover [rom its customers the costs associaled with new resources may only be made in a rate
case proceeding, acknowledgment of an IRP is relevant to subseguent examination of whether a utility s resource investment is prudent
and should be recovered from ratepayers. Just as acknowledgement does not guarantee favorable ratemaking, a decision to_not

acknowledge an action item does nol constitute a preliminary determination of impudence. The Commission can nevertheless consider
whc:ha.r a In_gd ';ervmi.’. L!‘Illl\ hg_nmcl.cdcd W ith an t.‘(l'li.!}dll'llﬂ.. that hg‘. cuhg,r bun expressly rejected or otherwise not acknowledged

4-2-7 ate, Amendmen iew to an Acknowledged IRP
A Ingd—%[\ing cmtt\f ma; ['Ie an nmcndmcnl lu gjl__cknuwlcd_ked IRP |I'Lhangg inc udl ions or awump[mnq ut.cc'x !j__lg_g_m lcnal gh.mgg

from ils agbnuwlkdg ed IRP, it must file an uggn;t / amcndmcng with the C ( t_mmmmn unless the load-serving entity is wnhm six mnnlhw of
Itgg i1s next IRP lhI\ f'lmp. must meet lhe ugg n.mcmq sel forth in Secuon R 14-2-706 ol this rulc
d

2. __ltanticipates the need to undertake a procurement process for a demand-side or supplv-side resource that was not included as part of

the current acknowledged 1RP;
3. li Lm.ctb m makw Major Lh@ge o tht: IRI’ or lh A ion Plan bt.furc the filing of the next IRP proposal.
No » require u load-serving entity to file an update, amendment,
[[gvlcn mg g:.l\np“ltdgnd lRP \hnuld it cli.lcmnm. lhglg nditions warrant such action,
11 the load-serving entity requests Commission acknowledgement of proposed changes to the action plan contained in its ucknowledged
3.

|n

2 (umm(s: sion \Iai‘t"gngt partics must [ile any comments and rccummcndg;mm walh 1h:: Commission and present such comments and

recommendations to the Commission at a public meeting within six months of the load-serving entity's liling of its request for
cknowledgement of proposed ch s, and
3. __The Commission _may provide dircetion to an energy utility regarding any. ad
undertake in its next IRP,
D. The filing of an IRP update does not relieve a load-serving entity from its obligation to file a new. complete |RP every three (3) vears,

ditional lyses or actions tha should

R14-2-7095. Procurement

A. Except as provided in subsection (B), a load-serving entity may use the following procurement methods for the wholesale acquisition of
energy, capacity, and physical power hedge transactions:

Purchase through a third-party online trading system;

Purchase from a third-party independent energy broker;

Purchase from a non-affiliated entity through auction or an RFP process;

Bilateral contract with a non-affiliated entity;

Bilateral contract with an affiliated entity, provided that non-affiliated entities were provided notice and an opportunity to compete

against the affiliated entity’s proposal before the transaction was executed; and

6.  Any other competitive procurement process approved by the Commission.

B. _AnyRFP g__gnl seek 1o ‘-ausfy a ltmmrmu_b_:g.m nu.ds. as defined in lh-. action glg ; [g hgr tl;hm defi gk a specific tcchnologx or

RS

cven |f nm Im.;ﬂid there c.huuld be mrm:llcd o compete). excepl thal nrcﬁ.rcnu jh, 1l be ulven m renumb!e resourees \tl!.d in com-

munities where conventional generation has been n.umd. and size
footing as supply-side ones and shall not be limited to "dispatchable” resources.
BC, A load-serving entity shall use an RFP process as its primary acquisition process for the wholesale acquisition of energy and capacity,
unless one of the following exceptions applies:

1. The load-serving entity is experiencing an emergency;

2. The load-serving entity needs to make a short-term acquisition to maintain system reliability;

3. The load-serving entity needs to acquire other components of energy procurement, such as fuel, fuel transportation, and transmis-
sion projects;

4.  The load-serving entity’s planning horizon is two years or less;

5. The transaction presents the load-serving entity a genuine, unanticipated opportunity to acquire a power supply resource at a clear
and significant discount, compared to the cost of acquiring new generating facilities, and will provide unique value to the
load-serving entity’s customers;

6. The transaction is necessary for the load-serving entity to satisfy an obligation under the Renewable Energy Standard rules; or

7.  The transaction is necessary for the load-serving entity’s demand-side management or demand response programs.

€D. A load-serving entity shall engage an independent monitor to oversee all RFP processes for procurement of new resources,




R14-2-70610. Independent Monitor Selection and Responsibilities

Al
B‘

C:

F.

G‘

I‘

When a load-serving entity contemplates engaging in an RFP process, the load-serving entity shall consult with Staff regarding the
identity of companies or consultants that could serve as independent monitor for the RFP process.

Afier consulting with Staff, a load-serving entity shall create a vendor list of three to five candidates to serve as independent monitor and
shall file the vendor list with Docket Control to allow interested persons time to review and file objections to the vendor list,

An interested person shall file with Docket Control, within 30 days after a vendor list is filed with Docket Control, any objection that the
interested person may have to a candidate’s inclusion on a vendor list,

Within 60 days after a vendor list is filed with Docket Control, Staff shall issue a notice identifying each candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. In making its determination,
Staff shall consider the experience of the candidates, the professional reputation of the candidates, and any objections filed by interested
persons.

A load-serving entity that has completed the actions required by subsections (A) and (B) to comply with a particular Commission
Decision is deemed to have complied with subsections (A) and (B) and is not required to repeat those actions,

A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP processes any of the
candidates identified in Staff’s notice.

A load-serving entity shall file with Docket Control a written notice of its retention of an independent monitor.

A load-serving entity is responsible for paying the independent monitor for its services and may charge a reasonable bidder’s fee to each
bidder in the RFP process to help offset the cost of the independent monitor’s services. A load-serving entity may request recovery of the
cost of the independent monitor’s services, to the extent that the cost is not offset by bidder’s fees, in a subsequent rate case. The
Commission shall use its discretion in determining whether to allow the cost to be recovered through customer rates,

One week prior to the deadline for submitting bids, a load-serving entity shall provide the independent monitor a copy of any bid pro-
posal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity’s
bid proposal and any benchmark or reference cost so that they are inaccessible to any bidder, the load-serving entity, and any entity
affiliated with the load-serving entity.

The independent monitor and load-serving entity must provide an opportunity for public review ol a summary of each project proposal

KJ. Upon Staff’s request, the independent monitor shall provide status reports to Staff throughout the RFP process,



TITLE 14. PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 18. CLEAN AND RENEWABLE ENERGY STANDARD-AND-TARHFE

Section

R14-2-1801. Definitions

R14-2-1802. Clean Energy Requirement

R14-2-18032. Eligible Renewable Energy Resources
R14-2-18043, Renewable Energy Credits

R14-2-18054. Annual Renewable Energy Requirement
R14-2-18065. Distributed Renewable Energy Requirement
R14-2-18078, Tariff

R14-2-180£9. Customer Self-Directed Renewable Energy Option
R14-2-180948, Uniform Credit Purchase Program

R14-2-18104. Net Metering and Interconnection Standards
R14-2-18112. Renewable Energy Standard Compliance Reports
R14-2-18123. Renewable Energy Standard Implementation Plans
R14-2-18134. Electric Power Cooperatives

R14-2-18145. Enforcement and Penalties

R14-2-18156, Waiver from the Provisions of this Article

R14-2-1801. Definitions

1A. “Affected Utility” means a public service corporation serving retail electric load in Arizona, but excluding any Utility
Distribution Company with more than half of its customers located outside of Arizona.

28, “Annual Renewable Energy Requirement” means the portion of an Affected Utility’s annual retail electricity sales that must
come from Eligible Renewable Energy Resources.

3. “Ariz qug_[)_t,_mm neration” means the energy produ mm Dx.ducatcd (;c mn i f‘nllum
g, If that oduces more ¢ i i 2 i
Generation_is the sum of all renewable energy from ;@gumcd ('l.neg;auon, p]ua lb;, en g gy from the [cm;_im;ng
Dedicated Generation proportionately reduced bv multiplying the énergy produced from cach generator times the ratio
of 1) the Arizona load reduced by the energy uced by the rencwable ener icated Generation, to 2) the total

megaw. gn-hgug pmduu.g irum 1he remmgmg {non—n.newabla.} Dedicated Genert auug,
© Itility’s Arizona Load, power purchases by the
A['!;g ted Utility that _L}_re nul Dcdlcmcd Gcncr’_limn but are nudccl o meet the Alfected Utility’s Arizona Load during

he applicable calendar year, shall be considered Dedicated Generation with an emission rate equal to the Lins specilied
!’ower Rg]e,

- ected Ulility sells 1o its Arizona retail

customers. plus line Iousm minus_load that hl}§__\.l'l wable Energy Resources dedicated to serve a particular customer,
provided that the particular customer retains the Renewable Energy Credits or the Renewable Energy Credits are retired on
their behalf by the Affected Utility as a part of a voluntary program. product. or sales, and are not used [or compliance wit
any law or regulation in any jurisdiction.

5, “Base period emissions” means the average annual metric tons of carbon-dioxide that the Affected Utility emitted into the
atmosphere from its Arizona Dedicated Generation during a consecutive three-calendar-year period ol 2016 1o 2018,

6. "Clean Energy Credit.” or "CEC” means an instrument. in a physical or ¢lectronic format approved by the Commission that
represents, for every gigawati-hour produced by Arizona Dedicated Generation in a year. cach metric ton of carbon-dioxide
emissions less than one thousand. For any electric generating facility that is awarded Renewable Energy Credits associated
with its electricity production. emissions of less than one-thousand metric tons per gigawatt-hour will only be recognized in
the base period emissions_determination. and in the award of Clean Energy Credits during a compliance period, if the
Renewable Energy Credit associated with that production has been or will be retired by the Affecied Utility. and has not and




will not be retired for voluntary renewable gnergy sales or programs. The emission rate lor energy from Renewable Encrgy
Resources without Renewable Enerey Credits that meet this requirement shall equal the applicable Unspecified Power
Emission Rate.

“Clean Energv Resource” means an energy resource that operates with zero net Emissions.

“Commission” means the Arizona Corporation Commission.

e nmmunit\ Diqlribull.d (jmt:r:llion" means 4 l.'Lm..\\E[blL gc.m.nnion deilil\ lllal is quilul in the service u.rrimn ol' an

Bl b

‘_~_|]_|_I|| be at ILEL’\[ len auh‘-Lrthrs and the I.1u.|lll\ shall have a capacity ol np more lh'm 10 MW, The owner ul thc cnmmumlv
distributed gencration facility_mav_be the Affected Utility_or any other for-profit or non-profit entity or organization,
including a subscriber organization that contracts to sell the output from the community distributed generation [acility (o the
Alfected Utility.

10€.“Conventional Energy Resource” means an energy resource that is non-renewable in nature, such as natural gas, coal, oil,
and uranium, or electricity that is produced with energy resources that are not Renewable Energy Resources.

118.“Customer Self-Directed Renewable Energy Option™ means a Commission-approved program under which an Eligible
Customer may self-direct the use of its allocation of funds collected pursuant to an Affected Utility’s Tariff.

12. “Dedicated Generation” means electric energy production capacity that is assigned to the Affected Utility for Arizona
ratemaking purposes, and that is cither owned by the Affected Utility or a corporate affiliate, or committed to the Affected
Utility_or a corporate afliliole_pursuant lo an agreement of five years or longer that specifies the particular_generation
resource from which the energy comes, less any such capacity sold by the Affected Utility pursuant to an agreement of five
vears or longer that specifies the particular generation_resource from which the energy comes, and less any renewable
energy capacity committed to a particular customer or a volumary renewable energy purchase program,

138, “Distributed Generation” means electric generation sited at a customer premises, providing electric energy to the customer
load on that site or providing wholesale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distribution substation service areas. The generator size and transmission needs shall be such that
the plant or associated transmission lines do not require a Certificate of Environmental Compatibility from the Corporation
Commission.

14F.“Distributed Renewable Energy Requirement” means a portion of the retail kilowatt-hours sold by an Affected Awnnual
Renewable-Enerpy-Reguirement-that must be met with produclionRenrewable-Energy-Credits derived from resources that
qualify as Distributed Renewable Energy Resources pursuant to R14-2-18032(B).

15G.  “Distributed Solar Electric Generator” means electric generation sited at a customer premises, providing electric energy
from solar electric resources to the customer load on that site or providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contiguous distribution substation service areas, The generator size
and transmission needs shall be such that the plant or associated transmission lines do not require a Certificate of
Environmental Compatibility from the Corporation Commission.

16H,  “Eligible Customer” means an entity that pays Tariff funds of at least $25,000 annually for any number of related
u.ccounts or ser\rices wilhln an Aﬁ'eclcd Utility‘s service area.

Hw&redw%pher- M&WQWMWMWWMHWW
Enerpy Resources ir-arder to-encourage-speeific

18. “Gigawat-hour” means one thuuxdr_}g_mcna“’lll hours or one million iulm\,m hours.

194. “Green Pricing” means a rate option in which a customer elects to pay a tariffed rate premium for electricity derived from
Eligible Renewable Energy Resources.

20K.  “Market Cost of Comparable Conventional Generation” means the Affected Utility’s energy and capacity cost of
producing or procuring the incremental electricity that would be avoided by the resources used to meet the Annual
Renewable Energy Requirement, taking into account hourly, seasonal, and long-term supply and demand circumstances.
Avoided costs include any avoided transmission and distribution costs and any avoided environmental compliance costs.

21L.“Net Billing” means a system of billing a customer who installs an Eligible Renewable Energy Resource generator on the
customer’s premises for retail electricity purchased at retail rates while crediting the customer’s bill for any customer-
generated electricity sold to the Affected Utility at avoided cost.

22M.  “Net Metering” means a system of metering electricity by which the Affected Utility credits the customer at the full
retail rate for each kilowatt-hour of electricity produced by an Eligible Renewable Energy Resource system installed on the
customer-generator’s side of the electric meter, up to the total amount of electricity used by that customer during an
annualized period, and which compensates the customer-generator at the end of the annualized period for any excess credits
at a rate equal to the Affected Utility’s avoided cost of wholesale power. The Affected Utility does not charge the customer-
generator any additional fees or charges or impose any equipment or other requirements unless the same is imposed on
customers in the same rate class that the customer-generator would qualify for if the customer-generator did not have
generation equipment.

23M.“Renewable Energy Credit” means the unit created to track kWh derived from an Eligible Renewable Energy Resource or
kWh equivalent of Conventional Energy Resources displaced by Distributed Renewable Energy Resources.

240, “Renewable Energy Resource™ means an energy resource that is replaced rapidly by a natural, ongoing process and that
is not nuclear or fossil fuel,




25P.“Tariff” means a Commission-approved rate designed to recover an Affected Utility’s reasonable and prudent costs of
complying with these rules.

26. “Unspecified Power Emission Rate” means the metric tons of CO2 per megawatt-hour identified in the Environmental
Protection Agency’s eGRID reporis for the North American Electric Reliability Council (NERC) sub-region rom which the
power was procured. For calculating base period cmissions, 2016 shall be used for 2016 through 2018. For compliance
periods, the most recent ¢GRID reports shall be used. In 20 e eGRID A7 sub-region rate was 0.474 mT/MWh. the
eGRID NWPP sub-region rate was (1.295 mT/MWh, and the eGRID CAMX sub-region rate was 0.240 mT/

2709.  “Utility Distribution Company” means a public service corporation that operates, constructs, or maintains a distribution
system for the delivery of power to retail customers.

28R."*Wholesale Distributed Generation Component” means non-utility owners of Eligible Renewable Energy Resources that are
located within the distribution system and that do not require a transmission line over 69 kv to deliver power at wholesale to
an Affected Utility to meet its Annual Renewable Energy Requirements.
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documentation supperting that statement. The statement shall also €ither include Arizona Department of Environmental
Quality_verification that the CO: emissions reported by the Affected Utilitv are correct and consistent with those
reparted to the Environmental Protection Agency's Greenhouse Gas Reporting program, per CFR Part 98, or an
explanation of why that certification could not be obtained. This filing shall he served on all parties to the Affected
Ulilil\f'« last rate case, and notice ol the filing shall be published in a newspaper or newspapers of general circulation in
he Affected Utility’s service arca. Ihc AI'I«.t.lc.d Ulrlll\- may develop an Excel-based credit tracking and information
»sm,m to assist in fullilling (hi ] i :
a.__Information 1o establish the Afleeted Ultility’s entitlement to CECs based on the production and emissions
from the Affected Utility's Arizona Dedicated Generation:
b. _a proposed format for the issuanece ol credits; and
¢. _an accounting and reconciliation of all credits that the Affected Utility has been awarded, has transferred. has
banked. and has retired for compliance.
If no_protest_to the statement is filed with the Commission within thirty (30) days of notice of the filing, the
Commission may immediately award the requested number of credits in the format proposed by the AfTected Ultility or
another format determined by the Commission, 11 a protest is filed, or if the Commission determines that further
inquiry is appropriate. it will establish a procedure to determine and award by Seplember | of that same year the correct
number of CECS,
D. Clean Energy Standard Advisory Committee
An advisory commitiee of ne more than seven (7) members is established. to be chaired by a designee of the (.‘ommissiun,
and to include a representative from an inyestor-owned utility, a roral eleetrie Lnumml'vc a_consumer advocate, a
environmental advocate, The Advisory Committee will provide guidance for the implementation_of the rule and will \ull
consider at least the following issues during its pendency;
a.  Potential refinements or improvements to the rule;
h. _ Qutreach opportunities to share experience with the rule with policymakers and others;
¢, Relinements to the CEC amounts awarded for electric vehicles as their use expands and vehicle and generation
technology advances;
d.  Exchangeability of CECs with allowances, credits, or other similar_instruments_from_other carbon-dioxide or
greenhouse pas reduction programs; and
Capacity of the rule to satisfv and comply with existing or future requirements of law,
1hc Adnwn Committee shall report to the Commission no less frequently than every three vears, and shall issue a final
report and disband on January 1, 2030,

R14-2-18032. Eligible Renewable Energy Resources

A. “Eligible Renewable Energy Resources” are applications of the following defined technologies that displace Conventional
Energy Resources that would otherwise be used to provide electricity to an Affected Utility's Arizona customers:

1. “Biagas Electricity Generator” is a generator that produces electricity from gases that are derived from plant-derived
organic matter, agricultural food and feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes, or
wastewater treatment faclhtles usmg anaerobic digestion-or{rom-municipal sehd-waste-throuph-o-digester process—an
onidation process; or othe

2. “Biomass Electricity Generator” is an electncity generator that uses any raw or processed plant-derived organic matter

available on a_sustainable and renewable basis_and that has zero net life-cycle emissions, including: dedicated energy

crops and trees; agricultural food and feed crops; agricultural crop wastes and residues; wood wastes and residues,
including landscape waste, right-of-way tree trimmings, or small diameter forest thinnings that are 642" in diameter or
less; dead and downed forest products; aquatic plants; animal wastes; other vegetative waste materials; non-hazardous

plant matter waste material that is segregated from other waste; forest-related resources, such as harvesting and mill

residue, pre-commercial thinnings, slash, and brush; miscellaneous waste, such as waste pellets, crates, and dunnage;

and recycled paper fibers that are no longer suitable for recycled paper production, but not including painted, treated, or
pressurized wood, wood contaminated with plastics or metals, tires, or recyclable post-consumer waste paper.

“Distributed Renewable Energy Resources” as defined in subsection (B).

“Eligible Hydropower Facilities” are hydropower generators that were in existence prior to 1997 and that satisfy one of

the following two criteria:

a.  New Increased Capacity of Existing Hydropower Facilities: A hydropower facility that increases capacity due to
improved technological or operational efficiencies or operational improvements resulting from improved or
modified turbine design, improved or modified wicket gate assembly design, improved hydrological flow
conditions, improved generator windings, improved electrical excitation systems, increases in transformation
capacity, and improved system control and operating limit modifications. The electricity kWh that are eligible to
meet the Annual Renewable Energy Requirements shall be limited to the new, incremental kWh output resulting
from the capacity increase that is delivered to Arizona customers to meet the Annual Renewable Energy
Requirement.

b. Generation from pre-1997 hydropower facilities that is used to firm or regulate the output of other eligible,
intermittent renewable resources. The electricity kWh that are eligible to meet the Annual Renewable Energy
Requirements shall be limited to the kWh actually generated to firm or regulate the output of eligible intermittent

aw
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Renewable Energy Resources and that are delivered to Arizona customers to meet the Annual Renewable Energy
Requirements,
5. “Fuel Cells that Use Only Renewable Fuels” are fuel cell electricity generators that operate on renewable fuels, such as
hydrogen created from water by Eligible Renewable Energy Resources. Hydrogen created from non-Renewable Energy
Resources, such as natural gas or petroleum products, is not a renewable fuel.

6. “Geothermal Generator” is an electricity generator that uses heat from within the earth’s surface to produce eleciricity.

7. *“Hybrid Wind and Solar Electric Generator” is a system in which a Wind Generator and a solar electric generator are
combined to provide electricity.

8. “Landfill Gas Generator” is an electricity generator that uses methane gas obtained from landfills to produce electricity.

9. “New Hydropower Generator of 10 MW or Less” is a generator, installed after January 1, 2006, that produces 10 MW

or less and is either:

a. A low-head, micro hydro run-of-the-river system that does not require any new damming of the flow of the
stream; or

b.  An existing dam that adds power generation equipment without requiring a new dam, diversion structures, or a
change in water flow that will adversely impact fish, wildlife, or water quality; or

¢.  Generation using canals or other irrigation systems.

10. “Solar Electricity Resources” use sunlight to produce electricity by either photovoltaic devices or solar thermal electric
resources.

11. “Wind Generator” is a mechanical device that is driven by wind to produce electricity.

“Distributed Renewable Energy Resources™ are Community Distributed Generation as defined in section R14-2-1801(9) or

applications of the following defined technologies that are located at a customer’s premises and that displace Conventional

Energy Resources that would otherwise be used to provide electricity to Arizona customers:

1. “Biogas Electricity Generator,” “Biomass Electricity Generator,” “Geothermal Generator,” “Fuel Cells that Use Only
Renewable Fuels,” “New Hydropower Generator of 10 MW or Less,” or “Solar Electricity Resources,” as each of those
terms is defined in subsections (A)(1), (A)(2), (A)(5), (A)6), (AX9), and (A)(10).

2. “Biomass Thermal Systems” and “Biogas Thermal Systems”™ are systems which use fuels as defined in subsections
(A)(1) and (A)(2) to produce thermal energy and that comply with Environmental Protection Agency Certification
Programs or are permitted by state, county, or local air quality authorities. For purposes of this definition “Biomass
Thermal Systems™ and “Biogas Thermal Systems” do not include biomass and wood stoves, furnaces, and fireplaces.

3. “Commercial Solar Pool Heaters” are devices that use solar energy to heat commercial or municipal swimming pools.

4. “Geothermal Space Heating and Process Heating Systems™ are systems that use heat from within the earth’s surface for
space heating or for process heating.

5. *“Renewable Combined Heat and Power System” is a Distributed Generation system, fueled by an Eligible Renewable
Energy Resource, that produces both electricity and useful renewable process heat. Both the electricity and renewable
process heat may be used to meet the Distributed Renewable Energy Requirement.

6. “Solar Daylighting” is the non-residential application of a device specifically designed to capture and redirect the
visible portion of the solar beam, while controlling the infrared portion, for use in illuminating interior building spaces
in lieu of artificial lighting,

7. “Solar Heating, Ventilation, and Air Conditioning” (“HVAC") is the combination of Solar Space Cooling and Solar
Space Heating as part of one system.

8. “Solar Industrial Process Heating and Cooling” is the use of solar thermal energy for industrial or commercial
manufacturing or processing applications.

9. *“Solar Space Cooling” is a technology that uses solar thermal energy absent the generation of electricity to drive a
refrigeration machine that provides for space cooling in a building.

10. “Solar Space Heating” is a method whereby a mechanical system is used to collect solar energy to provide space
heating for buildings.

11. “Solar Water Heater” is a device that uses solar energy rather than electricity or fossil fuel to heat water for residential,
commercial, or industrial purposes,

12. “Wind Generator of 1 MW or Less" is a mechanical device, with an output of | MW or less, that is driven by wind to
produce electricity.

Except as provided in subsection (A)(4), Eligible Renewable Energy Resources shall not include facilities installed before

January 1, 1997,

The Commission may adopt pilot programs in which additional technologies are established as Eligible Renewable Energy

Resources_or Distributed Renewable Energy Resources. Any such additional technologies shall be Renewable Energy

Resources that produce electricity, replace electricity generated by Conventional Energy Resources, or replace the use of

fossil fuels with Renewable Energy Resources. Energy storage technology that facilitates the integration of Rencwable

Energy Resources shall be eligible for these pilot programs. Energy conservation products, energy management products,

energy efficiency products, or products that use non-renewable fuels shall not be eligible for these pilot programs.

R14-2-18043. Renewable Energy Credits

A.

One Renewable Energy Credit shall be created for each kWh derived from an Eligible Renewable Energy Resource.



B. For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for each 3,415 British Thermal
Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating and Cooling System, Solar
Space Cooling System, Biomass Thermal System, Biogas Thermal System, or a Solar Space Heating System.

C. An Affected Utility may transfer Renewable Energy Credits to another party and may acquire Renewable Energy Credits
from another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from
which it was derived unless specifically transferred.

D. All transfers of Renewable Energy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of R14-2-18032,

E. Any contract by an Affected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transfer of rights concerning both energy and Renewable Energy Credits.

F. Except in the case of Distributed Renewable Energy Resources, Affected Utilities must demonstrate the delivery of energy
from Eligible Renewable Energy Resources to their retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver energy from Eligible Renewable Energy Resources to the Affected
Utility’s system, if transmission is required, or that the appropriate control area operators scheduled the energy from Eligible
Renewable Energy Resources for delivery to the Affected Utility’s system.

R14-2-18054, Annual Renewable Energy Requirement

A. In order to ensure reliable electric service at reasonable rates, each Affected Utility shall be required to satisfy an Annual
Renewable Energy Requirement by obtaining Renewable Energy Credits from Eligible Renewable Energy Resources.

B. An Affected Utility’s Annual Renewable Energy Requirement shall be calculated each calendar year by applying the
following applicable annual percentage to the retail kWh sold by the Affected Utility during that calendar year:

2006 1.25%
2007 1.50%
2008 1.75%
2009 2.00%
2010 2.50%
2011 3.00%
2012 3.50%
2013 4.00%
2014 4.50%
2015 5.00%
2016 6.00%
2017 7.00%
2018 8.00%
2019 9.00%
2020 120.00%
2021 144.00%
2022 162.00%
2023 2043.00%
2024 2444.00%
Adter—2024 | 2845.00%
2023
2025 28.00%
2026 32.00%
2027 36.00%
2028 40.00%
2029 45.00%
2030 and 50.00%
‘_:_I_rlur

The annual increase in the annual percentage for each Affected Utility will be pro rated for the first year based on when the
Affected Utility’s funding mechanism is approved.

C. An Affected Utility may use Renewable Energy Credits acquired in any year to meet its Annual Renewable Energy
Requirement.



D. Once a Renewable Energy Credit is used by any Affected Utility to satisfy these requirements, the credit is retired and
cannot be subsequently used to satisfy these rules or any other regulatory requirement.

E. If an Affected Utility trades or sells environmental pollution reduction credits or any other environmental attributes
associated with kWh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable
Energy Credits derived from that same kWh to satisfy the requirements of these rules,

B Gt evinai e R14.2.1807.
FG. An Affected Utility may ask the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Energy Resources.

Rl&lulﬁﬂﬁs Distributed Renewable Energy Requirement
In order to improve system reliability, each Affected Utility shall be required to satisfy a Distributed Renewable Energy
Requirement by ebtaining-Renewable Hpergy-Creditsmeasuring production from Distributed Renewable Energy Resources.
B. An Affected Utility’s Distributed Renewable Energy Requirement shall be calculated each calendar year by applying the
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R14-2-18078, Tariff

A’

Within 60 days of the effective date of these rules, each Affected Utility shall file with the Commission a Tariff in
substantially the same form as the Sample Tariff set forth in these rules that proposes methods for recovering the reasonable
and prudent costs of complying with these rules. The specific amounts in the Sample Tariff are for illustrative purposes only
and Affected Utilities may submit, with proper support, Tariff filings with alternative surcharge amounts,

The Affected Utility's Tariff filing shall provide the following information:

1.

2

3,
4,

5.

Financial information and supporting data sufficient to allow the Commission to determine the Affected Utility’s fair
value for purposes of evaluating the Affected Utility's proposed Tariff. Information submitted in the format of the
Annual Report required under R14-2-212(G)(4) will be the minimum information necessary for filing a Tariff
application but Commission Staff may request additional information depending upon the type of Tariff filing that is
submitted;

A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Affected Utility's
reasonable and prudent costs of complying with these rules;

Data to support the level of costs that the Affected Utility contends will be incurred in order to comply with these rules;
Data to demonstrate that the Affected Utility's proposed Tariff is designed to recover only the costs in excess of the
Market Cost of Comparable Conventional Generation; and

Any other information that the Commission believes will be relevant to the Commission’s consideration of the Tariff
filing.

The Commission will approve, modify, or deny a Tariff proposed pursuant to subsection (A) within 180 days after the Tariff
has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause. The
Affected Utility’s Annual Renewable Energy Requirement, as set forth in R14-2-18054(B), and Distributed Renewable
Energy Requirement, as set forth in R14-2-18065(B), will be effective upon Commission approval of the Tariff filed
pursuant to this Section.



D. If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy
Requirements, the Affected Utility may file a request to reset its adjustor mechanism in liev of a Tariff pursuant to
subsection (A). The Affected Utility's filing shall provide all the information required by subsection (B), except that it may
omit information specifically related to the fair value determination. The Affected Utility’s Annual Renewable Energy
Requirement, as set forth in R14-2-18054(B), and Distributed Renewable Energy Requirement, as set forth in R14-2-
18065(B), will be effective upon Commission approval of the adjustor mechanism rate filed pursuant to this Section.

E. An Affected Utility may file a rate case pursuant to R14-2-103 in lieu of a Tariff pursuant to subsection (A). The Affected
Utility’s filing shall provide all information required by subsection (B).

F. For LEligible Renewable Encrgy Resources acquired by an AlTected Utility alter January 1, 2020, the AfTected Utility shall
recover the costs of those Eligible Renewable Energy Resources by the same method as the Affected Utility recovers its
costs for Conventional Energy Resources.

R14-2-18089, Customer Seif-Directed Renewable Energy Option

A. By January 1, 2007, each Affected Utility shall file with Docket Control a Tariff by which an Eligible Customer may apply
to an Ai’f‘ecled Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Customer pursuant to this Tariff may not exceed the amount annually paid by the Eligible Customer pursuant to the
Affected Utility’s Tariff,

B. An Eligible Customer seeking to participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at least half of the funding necessary to complete the project described in its application.

C. All Renewable Energy Credits derived from the project-ineluding peneration-and-Faxtra-Credit-Multipliers: shall belong 1o
the Affected Litility-applied-o-satisty-the-AHested-Hiility“s-Annual-Renewable Lnerpy-Roquirement,

R14-2-18109. Uniform Credit Purchase Program

A. The Director of the Utilities Division shall establish a Uniform Credit Purchase Program working group, which will study
issues related to implementing Distributed Renewable Energy Resources. The working group shall address the consumer
participation process, budgets, incentive levels, eligible technologies, system requirements, installation requirements, and
any other issues that are relevant to encouraging the implementation of Distributed Renewable Energy Resources. No later
than March 1, 2007, the Director of the Utilities Division shall file a staff report with recommendations for Uniform Credit
Purchase Programs.

B. No later than July 1, 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval,

R14-2-18104, Net Metering and Interconnection Standards

The Commission Staff shall host a series of workshops addressing the issues of rate design including Net Metering and
interconnection standards. Upon completion of this task, and the adoption of rules or standards, if appropriate, each Affected
Utility shall file conforming Net Metering tariffs and interconnection standards in Docket Control.

R14-2-181132. Renewable Energy Standard Compliance Reports

A. Begmmng April 1, 2007, and every April 1st thereafter, each Affected Uuhty shall file with Docket Control a report that
describes its compliance with the requirements of these rules for the previous calendar year and provides other relevant
information, The Affected Utility shall also transmit to the Director of the Utilities Division an electronic copy of this report
that is suitable for posting on the Commission’s web site.

B. The compliance report shall include the following information:

1. The actual kWh of energy produced within its service territory and the actual kWh of energy or equivalent obtained
from Eligible Renewable Energy Resources, differentiating between kWhs for which the Affected Utility owns the
Renewable Energy Credits and kWhs produced in the Affected Utility’s service territory for which the Affected Utility
does not own the Renewable Energy Credits;

2. The actual kWh of energy obtained from Distributed Renewable Energy Resources:

32. The kWh of energy or equivalent obtained from Eligible Renewable Energy Resources normalized to reflect a full
year’s production;

4. The kWh of energy obtained from Distributed Renewable Energy Resources normalized to reflect a full year's
production;

53. The kW of generation capacity, disaggregated by technology type;

64, Cost information regarding cents per actual kWh of energy obtained from Eligible Renewable Energy Resources and
cents per kW of generation capacity, disaggregated by technology type;

75. A breakdown of the Renewable Energy Credits used to satisfy-beth the Annual Renewable Energy Requirement and

the- Distributed Renewable Energy Requirement-and appropriate documentation of the Affected Utility's receipt of

those Renewable Energy Credits;-and

86. A description of the Affected Utility’s procedures for choosing Eligible Renewable Energy Resources and a
certification from an independent auditor that those procedures are fair and unbiased and have been appropriately
applied::




C.

9. A discussion of the type and scale of Eligihle Renewahle Resources proposed in or near communities, including but not
limited to tribal communities, impacted by the Affected Utility’s closure of a Conventional Energy Resource and
reasons why those Renewable Energy Resources were chosen or rejected: and

10. Whether the costs of the Affected Utility's Eligible Renewable Energy Resources will be recovered through the
renewable energy tarill or through a rate case.

The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility’s

compliance report satisfied the requirements of these rules.

R14-2-18123. Renewable Energy Standard Implementation Plans

A.

C.

Beginning July 1, 2007, and every July lst thereafter, each Affected Utility shall file with Docket Control for Commission

review and approval a plan that describes how it intends to comply with these rules for the next calendar year. The Affected

Utility shall also transmit an electronic copy of this plan that is suitable for posting on the Commission’s web site to the

Director of the Utilities Division,

The implementation plan shall include the following information:

1. A description of the Eligible Renewable Energy Resources, identified by technology, proposed to be added by year for
the next five years and a description of the kW and kWh to be obtained from each of those resources;

2. The estimated cost of each Eligible Renewable Energy Resource proposed to be added, including cost per kWh and
total cost per year;

3. A description of the method by which each Eligible Renewable Energy Resource is to be obtained, such as self-build,
customer installation, or request for proposals;

4. A dC‘sLlIDlIl\n Uflht, f:umomu. dc»chtnLrulgp_ur1lizLx for ¢ l.a-.l []lg ihle I{c.nc-u.lhi-.l nu;,_\( [ic\uuru nmpmud o h-.

5 A dC‘-LI‘I]"IlIUﬁ of programs wn\ukn.d or prnpg}gyd for_incentivizing deployvment of Distributed Renewable Encrgy
Resources;

64, A proposal that evaluates whether the Affected Utility's existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules, including a Tariff application that meets the requirements of R14-2-
18078 and addresses the Sample Tariff set forth in Appendix A if necessary; and

75. A line item budget that allocates specific funding for Distributed Renewable Energy Resources, for the Customer Self-
Directed Renewable Energy Option, for power purchase agreements, for utility-owned systems, and for each Eligible
Renewable Energy Resource described in the Affected Utility's implementation plan,

The Commission may hold a hearing to determine whether an Affected Utility’s implementation plan satisfies the

requirements of these rules,

R14-2-18134. Electric Power Cooperatives

A.

Within 60 days of the effective date of these rules, every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year and a Tariff that proposes methods for recovering the reasonable and prudent costs of complying with
its proposed plan and addresses the Sample Tariff set forth in Appendix A. The cooperative shall also transmit electronic
copies of these filings that are suitable for posting on the Commission’s web site to the Director of the Utilities Division.
Upon Commission approval of this plan, its provisions shall substitute for the requirements of R14-2-18054 and R14-2-
18065 for the electric power cooperative proposing the plan.

Beginning July 1, 2007, and every July 1st thereafter, every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year, The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commission’s web site to the Director of the Utilities Division.

R14-2-18145. Enforcement and Penalties

A.

If an Affected Utility fails to meet the annual requirements set forth in R14-2-18054 and R14-2-18065, it shall include with

its annual compliance report a notice of noncompliance.

The notice of noncompliance shall provide the following information:

1. A computation of the difference between the Renewable Energy Credits required by R14-2-18034 and the kWh
required by R14-2-18065 and the amount actually obtained,

2. A plan describing how the Affected Utility intends to meet the shortfall from the previous calendar year in the current
calendar year, and

3. An estimate of the costs of meeting the shortfall,

If the Commission finds after affording an Affected Utility notice and an opportunity to be heard that the Affected Utility

has failed to comply with its implementation plan approved by the Commission as set forth in R14-2-18123, the

Commission may find that the Affected Utility shall not recover the costs of meeting the shortfall described in R14-2-

18145(B) in rates.

If the Commission finds after affording an Affected Utility notice and opportunity 1o be heard that the Affected Uitility has

failed o retire a sulficient number of Clean Energy Credits at the end of a compliance period. the Commission may. find that
the Affected Utility shall not recover the costs of meeting the shorifall in rates.




ED. Nothing herein is intended to limit the actions the Commission may take or the penalties the Commission may impose
pursuant to Arizona Revised Statutes, Chapter 2, Article 9. An Affected Utility is entitled to notice and an opportunity to be
heard prior to Commission action or imposition of penalties.

R14-2-18156. Waiver from the Provisions of this Article
A. The Commission may waive compliance with any provision of this Article for good cause.
B. Any Affected Utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.
C. A petition for a waiver from these rules shall, at a minimum:
I.__ State the reason(s) for the waiver request;
2. Identify each scction of this rule for which a waiver is requested;
3. Describe the effect the waiver will have on compliance with this rule:
4. Describe how the waiver will not compromise, or will further, the rule’s purposes; and
5. Describe why the waiver would be a reasonable alternative to the rule’s requirements.
DE, A petition filed pursuant to these rules shall have priority over other matters filed at the Commission.
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R14-2-2401. Definitions
In this Article, unless otherwise specified:

“Adjustment mechanism” means a Commission approved provision in an affected utility’s rate schedule allowing the
affected utility to increase and decrease a certain rate or rates, in an established manner, when increases and-or
decreases in specific costs are incurred by the affected utility,

“Affected utility” means a public service corporation that provides electric service to retail customers in Arizona.

in the absence of a speeifie-DSM programportfolio, determined as provided in R14-2-2413.

2.
3. “Baseline” means the level of electricity demand, electricity consumption, and associated expenses estimated to occur
=

4.5,

“CHP” means combined heat and power, which is using a primary energy source to simultaneously produce electrical
energy and useful process heat.
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89,

"Conservation voltage reduction” or voltage/VAR optimization means the deployvment of lechnologies and strategies o
intentionally operate the transmission and distribution system to provide customer voltages in the lower end of the
acceplable voltage ranpe in order 1o achieve energy and demand reductions for customers.

0. “Commission” means the Arizona Corporation Commission.

“Cost-effective” means that the DSM portfolio being evaluated megts the societal test+neans-that-tetal-ineremental
bapelit-from-a-PSMmeasure-er- BEM program exceed-totat neremental costsover- the- e ol the DSM measure, as
determined under R14-2-2412.

*Customer™ means the person or entity in whose name service is rendered to a single contiguous field, location, or
facility, regardless of the number of meters at the field, location, or facility,

“Delivery system™ means the infrastructure through which an affected utility transmits and then distributes electrical
energy to its customers

d:rect result of energy efficiency and demund response programs



H11. “Demand response” means modification of customers’ electricity consumption patterns, affecting the timing
or quantity of customer demand and usage. achleved through 1nlent|onal actions takcn by an affected utility or
customer.-beeause-of-change: : .

12, “Distributed generation” means the productmn of c!ectm:lty on the customer’s side of the meter, for use by
the customer, through a technologypreeess such as solar photoveltaic panels or CHP,

+2:13. “DSM"” means demand-side management, the implementation and maintenance of one or more DSM
programs that comprise a DSM portfolio.

14. “DSM measure™ means any material, device, technology, educational program, pricing-optien-practice, or facility
alteration designed to result in reduced peak demand, increased energy efficiency, or shifting of electricity consumption
to off-peak periods and includes CHP used to displace space heating, water heating, or another load.

43-15. “DSM portfolio” means the entire suite of DSM programs offerced to residential customers, including low-
income customers; or to non-residential customers,

.16, *DSM program” means one or more DSM measures provided as part of a single offering to customers.

17._“DSM tariff” means a Commission-approved schedule of rates designed to recover an affected utility’s reasonable and
prudent costs of complying with this Article.

45.18. "Electric generation system" means all personal property and operating real property used for the purpose of

16:19. “Electric utility” means a public service corporation providing electric service to the public.

+7:20. “Energy efficiency” means the production or delivery of an equivalent level and quality of end-use electric
service using less energy, or the conservation of energy by end use customers.

+8:21 “Energy efficiency standard” means the reduction in retail energy sales, in percentage of retuil kWh sales,
required to be achieved through an affected utility’s approved DSM progeams-portfolio as prescribed in R14-2-2404.

$9.22, “Energy savings” means the reduction in a customer’s energy consumption directly resulting from a DSM
pregramport folio, expressed in kWh,

26:23, “Energy service company” means a company that provides a broad range of services related to energy
efficiency, including energy audits, the design and implementation of energy efficiency projects, and the installation
and maintenance of energy efficiency measures.

24, “Environmental benefits” means avoidance of costs for compliance, or reduction in environmental impacts,
for things such as, but not limited to: a. Water use and water contamination, b. Monitoring storage and disposal of solid
waste such as coal ash (bottom and fly), ¢. Adverse hilealth effects from burning fossil fuels, and d. Pollutant
clmissions from transportation and production of fuels and electricity. “Fuel-neutral ™ means-withaut prometing-or
otharwise-exprossing-bias regarding @ cusiomer s choiee of one uel-over another

23.25, “Incremental benefits” means amounts saved through avoiding costs for fuel, purchased power, new
generation capacity, transmission: and distribution capacity, and other cost items necessary to provide electric utility
service, along with other improvements in societal welfare, such as through avoided environmental impacts, including,
but not limited to, water consumption savings, air emission reduction, reduction in coal ash, and reduction of nuclear

waste,

23.26, “Incremental costs” means the additional expenses of 2 DSM measuresport(blio, relative to baseline.

24.27. “Independent program administrator” means an impartial third party employed to provide objective oversight
of energy efficiency programs.

25.28. “kW" means kilowatt.

2629, “kWh" means kilowatt-hour.

27-30. “Leveraging” means combining resources to more effectively achieve an energy efficiency goal, or to
achieve greater energy efficiency savings, than would be achieved without combining resources.

2831, “Load management” means actions taken or sponsored by an affected utility to reduce peak demands-o¢

improve systerp-operating-efficieney, such as direct control of customer demands through affected-utility-initiated
interruption or cycling, thermal storage, or educational campaigns to encourage customers to shift loads.

2932, “Low-income customer” means a customer with a below average level of household income, as defined in an
affected utility’s Commission-approved DSM program-portfolio description.

30:33. “Market transformation™ means strategic efforts to induce lasting structural or behavioral changes in the
market that result in increased energy efficiency.

334, *Net benefits” means the incremental benefits resulting from DSM minus the incremental costs of DSM.

3235, “Non-cnergymarket benefits” means improvements in societal welfare that are outside the scope of utility

sysiem benefitsnot-bought-orseld, including but not limited to increased produectivity, increased comfort, increased
property value, environmental benefits, reduced compliance costs, and waler savings.-

33-36. “Program-Portiolio costs” means the expenses incurred by an affected utility as a result of developing,
marketing, implementing, administering, and evaluating 1 Commission-approved DSM-progeams portivlio.




3437, “Self-direction” means an option made available to qualifying customers of sufficient size, in which the
amount of money paid by each qualifying customer toward DSM costs is tracked for the customer and made available
for use by the customer for approved DSM investments upon application by the customer.

3518, “Societal Test” means a cost-effectiveness test of the-net-berefits-of 1 DSM portfolio pregrams-that stass
with-the Fetal-Reseurce-{-ost-Fest-but-includes both utility mum and non-cm.rmmadce& benefits and ~both utility and

customer costs to implement a DSM portfolio:; that usesing v—-and-a social discount rate
to determine the net present value of costs and benefits that is based on th \Md tcr long-term LS. Treasury securities
up to a cap of 3%; that uses a non-energy benelits adder of at least 50% applied to the sum of other quantifiable
benefits for low-income programs within a DSM porttolio: and that uses a non-energy benefits adder of at least 25%
applied (o the sum of other quantifiable benefits for all other programs within a DSM portlolic.

36:39, “Staff” means individuals working for the Commission’s Utilities Division, whether as employees or through
contract.

3740, “Thermal envelope” means the collection of building surfaces, such as walls, windows, doors, floors,
ceilings, and roofs, that scpa.ratc 1ntcnor condmoncd (heulcd or coolcd) spaces from the exterior cnv:rnnmcnt

‘».M-pr-agmm

R14-2-2402. Applicability

This Article applies to each affected utility classified as Class A according to R14-2-103(A)(3)(q), unless the affected utility is an
electric distribution cooperative that has fewer than 25% of its customers in Arizona.

R14-2-2403. Goals and Objectives

A. An affected utility shall design each DSM pregram portfolio:
I. To be cost-effective, and
2. To accomplish at-least-ane-of-the following;
a.  Energy efficiency,
b——Load management, and/or demand response.

b, Pemandresponse;

B. An affected utility shall consider the following when planning and implementing a DSM programportfolio:
1. Whether the DSM programportfolio will achieve cost-effective energy savings and peak demand reductions;
2. Whether the DSM programportfolio will advance market transformation and achieve sustainable savings, reducing
the need for future market interventions; and
3. Whether the affected utility can ensure a level of funding adequate to sustain the DSM pragram-portfolio and
allow the DSM pregrm-portiolio to achieve its targeted goal,

C. An affected utility shall:
1. Offer DSM programs within a DSM portfolio that will provide an opportunity for all affected utility customer
segments to participate, and
2. Allocate a-portien-of-nol less than 5% of DSM portfolio resources specifically to low-income customers.

R14-2-2404. Energy Efficiency Standards

A. Except as provided in R14-2-2418, in order to ensure reliable electric service at reasonable ratepayer rates and costs, by
December 31, 26262030, an affected utility shall, through cost effective DSM enerpy-etficieney-programsportfolios,
achieve cumulative annual energy savings, measured in kWh, equivalent to at least 2235% of the affected utility’s retail
electric energy sales for calendar year 20492029 and in every year thereafler,

B. An affected utility shall, by the end of each calendar year, meet at least the cumulative annual energy efficiency
standard listed in Table 1 for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 2620-2030 is shown in
Table 4,



Table 1. Energy Efficiency Standard

CALENDAR ENERGY EFFICIENCY STANDARD (Cumulative Annual Energy Savings by the End of Each
YEAR Calendar Year as a Percentage of the Retail Energy Sales in the Prior Calendar Year)
2011 1.25%
2012 3.00%
2013 5.00%
2014 1.25%
2015 9.50%
2016 12.00%
2017 14.50%
2018 17.00%
2019 19.50%
2020 22.00%
202] 23.30%
2022 24.60%
2023 25.90%
2024 27.20%
2025 28.50%
2026 29.80%
2027 31.10%
[ 2028 )
2029 33.70%
2030 35.00%

Table 2. lllustrative Example of Calculating Required Energy Savings

CALENDAR A B C
YEAR RETAIL SALES | ENERGY EFFICIENCY REQUIRED CUMULATIVE ENERGY SAVINGS
(kWh) STANDARD (B of current year = A of prior year)
2010 100,000,000 0
2011 100,750,000 1.25% 1,250,000
2012 101.017,500 3.00% 3.022,500
2013 101,069,925 5.00% 5,050,875
2014 100,915,646 7.25% 7,327,570
2015 100,821,094 9.50% 9,586,986
2016 100,517,711 2.00% 12,098,531
2017 100,293.499 4,50% 14,575,068
2018 100,116,043 17.00% 17,049,895
2019 99,986,628 19.50% 19,522,628
2020 99,902,384 22.00% 21,997,058
2021 100,841,388 23.30% 23.277,255
202"‘= 10 I,?ﬂgiﬂﬁﬁ 24.60% 24 806,981
2023 102,748,740 | 25.90% 26,362,329
2024 103,732 607 27.20% 27.947.657
2025 104,736,836 28.50% 29,563,793
2026 105,761,611 29.80% 31211577
2027 106.807.126 31.10% 32.891.861
2028 107.873.584 32.40% 34.605.509
2029 108,961,195 33.70% 36!353!398
2030 110,070,178 35.00% 38.136 418

C. An affected utility’s measured reductions in peak demand resulting from cost-effective demand response and load
management programs may comprise up to &va-onc percentage points of the 2235% energy efficiency standard through
20230, with peak demand reduction capability from demand response converted to an annual energy savings equivalent




based on its actual load factor an-assumed-310%-annual-load-facteror 4%, whichever is greater, The credit for demand

response and load management peak demand reductions shall not exceed +85% of the energy efficiency standard set
furth in subsecnun (B) for any year hmugh 203?0 Fh&mem&wdua%w&éemn&%&m&g—duﬂﬁg-a

An affected utility’s energy savings resulting from DSM energy efficiency programs implemented before the effective
date of this Article, but after 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B)_through 2020. The total energy savings credit for these pre-rules energy efficiency programs shall not
exceed 4% of the affected utility’s retail energy sales in calendar year 2005. A portion of the total energy savings credit
for these pre-rules energy efficiency programs may be applied each year, from 2016 through 2020, as listed in Table 3,
Column A,

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR A B
CREDIT FOR THE PRE-RULES CUMULATIVE APPLICATION OF THE

ENERGY SAVINGS APPLIED IN CREDIT FOR THE PRE-RULES
EACH YEAR (Percentage of the Total | ENERGY SAVINGS IN 2016-2020
Eligible Pre-Rules Cumulative Annual | (Percentage of the Total Eligible Pre-
Energy Savings That Shall Be Applied | Rules Cumulative Annual Energy Savings
in the Year) That Are Credited by the End of Each
Year)

2016

7.5% 7.5%

2017

15.0% 22.5%

2018

20.0% 42.5%

2019

25.0% 67.5%

2020

32.5% 100.0%

E.

H.

An affected utility may count toward meeting the standard up to one-third of the energy savings: resulting from
energy efficiency building codes and encrgy efficiency applinnce standards, provided that the affected utility plaved a
direct role in achieving the savings and-reduetions-through DSM program implementation, The partial credit for
building code energy savings or energy efficienc liance standards and-reductions-shall be that-are-quantified and
reported through a measurement and evaluation study undertaken by the affected utility and shall be commensurate
with the direct role that the affected utility played to achieve the savings and-reductions-through DSM program
implementation.

An affected utility may count the energy savings from combined heat and power (CHP) installatiensysiems that do not
qualify under the Renewable Energy Standard toward meeting the energy efficiency standard, provided that the
ul'f‘cmcd utility plaved a direct role in supporting the implementation of a CHP system sehieving-the savinps-and
reduetions-through DSM program implementation. The eredit for savings irom CLHP shall be quantified and reported
through a measurement and evaluation studv undertaken by the affected utility and shall be commensurate with the
direct role that the aftected utility plaved to achieve the savings through DSM program implementation.

An affected utility may count a customer’s energy savings resulting from self-direction toward meeting the standard.

With the exception of conservation vollage reduction. an affected utility’s energy savings resulting from efficiency

HlL

improvements to its deliver-er (ransmission or distribution system may not be counted toward meeting the standard,

An aflected utility's energy savings resulting from efficiency improvements made directly to its electric generation

system, inciuding heat rate improvements to power plants, may not be counted toward meeting the standard.

J._An affected utility's energy savings used to meet the energy efficiency standard will be assumed to continue through

the year 20320 or, if expiring before the year 20320, to be replaced with a DSM eneray-efficieney-portlolio and
programs having at least the same level of efficiency.




Table 4. Illustrative Example of How the Energy Standard Could Be Met in 20202030

20320 Energy Efficiency 20249 Retail Sales (kWh) Required Cumulative Annual
Standard Energy Savings (kWh)
Total 2235.00% 108.961.19599.986.628 38.136.41821.997.058
Breakdown of Savings and Credits Used To Meet 2028-2030 Standard:
Cumulative Annual Energy
Savings or Credit (kWh)
Demand Response Credit Up to 21.00% 1,089.6124:999.333
R14-2-2404(C)
Pre-rules Savings Credit 1,100,000*
R14-2-2404(D)
Building Code R14-2- 1,000,000
2404(E)
CHP R14-2-2404(F) 500,000
Self-direction R14-2- 100,000
2404(G)
Energy Efficiency R14-2- 34,346.80647-297-325
2404(A)
Total 38.136.41824-997.058

*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales, and the total credit is allocated over five years
from 2016 to 2020. The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.5% of the total credit allowed.

R14-2-2405. Implementation Plans

A.

Ty

Except as provided in R14-2-2418, on June | of each odd year, or annually at the election of each affected utility, cach
affected utility shall file with Docket Control, for Commission review and approval, an implementation plan describing
how the affected utility intends to meet the energy efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

The implementation plan shall include the following information:

1. Except for the initial implementation plan, a description of the affected utility’s compliance with the requirements
of this Article for the previous calendar year;

2. Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjustment mechanism or tariff that the affected utility believes
is necessary;

3. Except for the initial implementation plan, which shall describe only the next calendar year, a description of each
DSM program within a DSM portfolio to be newly implemented or continued in the next two calendar years and
an estimate of the annual kWh and kW savings projected to be obtained through each DSM portfolio and program;

4. The estimated total cost and cost per kWh reduction of each DSM measure, program, and portilio-snd-BSM
program described in subsection (B)(3);

5. A DSM tariff filing complying with R14-2-2406(A) or a request to modify and reset an adjustment mechanism
complying with R14-2-2406(C), as applicable; and

portfolio, a program proposal complying with R14-2-2407,

An affected utility shall notify its customers of its annual implementation plan filing through a notice in its next
regularly scheduled customer bills.

The Commission may hold a hearing to determine whether an affected utility’s implementation plan satisfies the
requirements of this Article within 180 davs after such implementation plan is filed with the Commission. The
Commission may suspend this deadline or adopt an alternative procedural schedule for pood cause.

An affected utility’s Commission-approved implementation plan, and the DSM portlolio and programs authorized

thereunder, shall continue in effect until the Commission takes action on a new implementation plan for the affected
utility,




kI

A utility shall not implement any program changes proposed in an implementation plan until such changes are

approved by the Commission.

R14-2-2406. DSM Tariffs
A.  An affected utility’s DSM tariff filing shall include the following:

1.

2,

A detailed description of each method proposed by the affected utility to recover the reasonable and prudent costs
associated with implementing the affected utility’s intended DSM pragramsportiolio;

Financial information and supporting data sufficient to allow the Commission to determine the affected utility’s
fair value, including, at a minimum, the information required to be submitted in a utility annual report filed under
R14-2-212(G)(4);

Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and

Any other information that the Commission believes is relevant to the Commission's consideration of the tariff
filing,

The Commission shall approve, modify, or deny a tariff filed pursuant to subsection (A) within 180 days afier the tariff
has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause.

If an affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing a DSM-programs portiolio, the affected utility may, in licu of making a tariff filing under subsection (A),
file a request to modify and reset its adjustment mechanism by submitting the information required under subsections
(A)(1) and (3).

R14-2- 2407, Commission Review and Approval of DSM Programs and DSM Measures
A. An affected utility shall obtain Commission approval before implementing a new DSM program-er-B&M-measure,

B. An affected utility may apply for Commission approval of a DSM program e+BSM-neasure-by submitting a program
proposal either as part of its [DSM portfolio implementation plan submitted under R14-2-2405 or through a separate
application_that identifies the DSM portfolio under which the DSM program will be added.

D.

A DSM portfolio or program proposal shall include the following;

8
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9,

10.
11.
12,
13.

14,

A description of the DSM programs orand DSM measures that the affected utility desires to implement us part of
the DSM portfolio,

The affected utility’s objectives and rationale for the DSM programs and portiolio-esBSM-measure,

A description of the market segment at which the DSM programs and erDSM-measure-portfolio is aimed,

An estimated level of customer participation in the DSM programs and port(olio-esbBSM-measure,

An estimate of the baseline for the components of the DSM portfolio,

The estimated societal benefits and savings from the DSM programs and portfolio-erRSM-measure,

The estimated societal costs of the DSM programs nnd portfolio-er D&M -measure,

The estimated environmental benefits to be derived from the DSM programs and portfolio-erBShM-measure,

The estimated benefit-cost ratio of the DSM programs and portfulio-erDSM-measure,

The affected utility’s marketing and delivery strategy,

The affected utility’s estimated annual costs and budget for the DSM programs and portfolio.-erDSM-measure.
The implementation schedule for the DSM programs and portfolio. s BSM-measure.

A description of the affected utility’s plan for monitoring and evaluating the DSM programs and portlolio-er-DSh
meastre, and

Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff
filing.

In determining whether to approve a program-1DSM proposal, the Commission shall consider:

2

The extent to which the Commission believes the DSM pregram-erDSM-measure port{olio will meet the goals set
forth in R14-2-2403(A), and
All of the considerations set forth in R14-2-2403(B).



E. Staff may request modifications of an on-going DSM portiolio or DSM programs within a DSM porifolio to ensure
consistency with this Article. The Commission shall allow affected utilities adequate time to notify customers of BSM
program-modifications,

R14-2-2408. Parity and Equity

A.__An affected utility shall develop and propose DSM programs within DSM portfolios for:
1. R-residential customers, including low-income customers, and

2. N-non-residential customers-and-low-income-customers,

A-B. No less than 5% of the total DSM budgpet shall be devoted 1o programs or program components for low-income
customers,

C.__An affected utility shall allocate DSM funds collected from residential customers and from non-residential customers
proportionately to those customer classes to the extent practicable.

8:1). The affected utility costs of DSM programs for low-income customers shall be borne by all customer classes, except
where a customer or customer class is specifically exempted by Commission order.

€., DSM funds collected by an affected utility shall be used, to the extent practicable, to benefit that affected utility’s
customers,

1.1, All customer classes of an affected utility shall bear the costs of DSMpregrams by payment through a non-bypassable
mechanism, unless a customer or customer class is specifically exempted by Commission order.

R14-2-2409. Reporting Requirements

A. By March 1 of each year, an affected utility shall submit to the Commission, in a Commission-established docket for
that year, a DSM progress report providing information for each of the affected utility’s Commission-approved DSM
portfolios and programs within each portfolio and including at least the following:

. An analysis of the affected utility’s progress toward meeting the annual energy efficiency standard;

2. A list of the affected utility’s current Commission-approved DSM portfolios and programs within each portlolio
and-D&M-measures, organized by customer segment;

3. A description of the findings from any research projects completed during the previous year; and

4, The following information for each Commission-approved DSM portfolio and programs within each portfolio-es

BEM-menstre;

a. A brief description;

b.  Goals, objectives, and savings targets;

¢.  The level of customer participation during the previous year;

d. The costs incurred during the previous year, disaggregated by type of cost, such as administrative costs,

rebates, and monitoring costs;

A description and the results of evaluation and monitoring activities during the previous year;

Savings realized in kW, kWh, therms, and BTUs, as appropriate;

The environmental and non-energy benefits realized, including reduced emissions and water savings;
Incremental benefits and net benefits, in dollars;

Performance-incentive calculations for the previous year;

Praoblems encountered during the previous year and proposed solutions;

A description of any modifications proposed for the following year; and

Whether the affected utility proposes to terminate the-any DSM program within a DSM portfolio esBSM
measure-and the proposed date of termination.

—ET TR e

B. By September | of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM portfolio and program within each portfolio and-BSM-peasure
of the affected utility:

1. Semi-annual expenditures compared to annual budget, and
2, Participation rates.




C. An affected utility shall file each report required by this Section with Docket Control, where it will be available to the
public, and shall make each such report available to the public upon request.

D. An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410, Cost Recovery

A. An affected utility may recover the costs that it incurs in planning, designing, implementing, and evaluating a DSM
program-er-portfolio and programs within a DSM portfolio er-BSM-measure-if the DSM portiolio program-er-BSM
measure-is all of the following:

1. Approved by the Commission before it is implemented,
2. Implemented in accordance with a Commission-approved program proposal or implementation plan, and
3. Monitored and evaluated for cost-effectiveness pursuant to R14-2-2415.

B. An affected utility shall monitor and evaluate each DSM portfolio and program-and-DEM-measureportfolio, as
provided in R14-2-2415, to determine whether the DSM program-ar-DSM-measure-portlolio is cost-effective and
otherwise meets expectations.

C. If an affected utility determines that a DSM program-er-BD8M-neasure-portfolio is not cost-effective or otherwise does
not meet expectations, the affected utility shall include in its annual DSM progress report filed under R14-2-2409 a
proposal to modify or terminate the DSM proagram-oar DSMmeasure-portfolio,

D. An affected utility shall recover its DSM costs concurrently, on an annual basis, with the spending for a DSM pregram
or-DEM-measureportfolio, unless the Commission orders otherwise,

E. An affected utility may recover costs from DSM funds for any of the following items, if the expenditures will enhance

DSM:

1. Incremental labor attributable to DSM development,

2. A market study,

3. Aresearch and development project such as applied technology assessment,

4, Consortium membership, or

5. Another item that is difficult to allocate to an individual DSM-progeam portlolio.

F. The Commission may impose a limit on the amount of DSM funds that may be used for the items in subsection (E).

G. If goods and services used by an affected utility for DSM have value for other affected utility functions, programs, or
services, the affected utility shall divide the costs for the goods and services and allocate funding proportionately.

H. An affected utility shall allocate DSM costs in accordance with generally accepted accounting principles.
I.  The Commission shall review and address financial disincentives, recovery of fixed costs, and recovery of net lost

income/revenue, due to Commission-approved DSM programsportiolios and programs, if an affected utility requests
such review in its rate case and provides documentation/records supporting its request in its rate application.

1. An affected utility, at its own initiative, may submit to the Commission twice-annual reports on the financial impacts of
its Commission-approved DSM portfolios and programs, including any unrecovered fixed costs and net lost
income/revenue resulting from its Commission-approved DSM portfolios and programs.

R14-2-2411. Performance Incentives

In the implementation plans required by R14-2-2405, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in R14-2-2404, The Commission may also consider
performance incentives in a general rate case.



R14-2-2412, Cost-effectiveness

A. An affected utility shall ensure that the incremental benefits to society of the affected utility’s overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

B. The overall DSM portfolio shall be evaluated to determine cost-effectiveness using the socictal test. Fhe-Societal-Fest

C. The analysis of a DSM pregram s-or-BSM-measure’s-portfolio’s cost-effectiveness may include:
1. Costs and benefits associated with reliability, improved system operations, environmental impacts, and customer
service;
2. Savings of both natural gas and electricity; and
3. Any uncertainty about future streams of costs or benefits.

D. An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,
while other environmental costs or the value of environmental improvements shall be estimated in physical terms when
practical but may be expressed qualitatively. An-affected-utilitySiaff—orany-party-miy-propese-monetized-benetis
inlcosis dbanpposted-boe approprinte doosieRtaion o anliaec

E. For purposes of analyzing DSM porifolio cost-effectiveness, mMarket transformation programs within a DSM portfolio
shall be evaluated analyzed-foreost-effectiveness-by measuring market effects compared to program costs,

F. [For purposes of analyvzing DSM portlolio cost-effectiveness, ckducational programs that support consumer and
business adoption of energy efficiency, load management or demand response m;_g;uru are not required to be cosl
effective and shall be excluded from the portiolio cost-cfTectiveness evaluation if their inclusion causes the portfolio
noLto nqw lh-.. societal !;.\! MWFGM@W»M&HWWM

G. Porpurposes of analyzing DSM portfolio cost-efTectiveness, rikesearch and development and pilot programs are not
required to demenstrate-be cost-effectiveness and shall be excluded from the portfolio cost-effectivgness evaluation if
their inglusion causes the portfolio not to pass the societal test,

H. For purposes oI maluanng DHM portfolio cosl- t..ﬂlcll\cgc;\“ qAn affected utility’s low-lncome customer programs

R14-2-2413. Baseline Estimation

A. To determine the baseline, an affected utility shall estimate the level of electric demand and consumption and the
associated costs that would have occurred in the absence of a DSM portlolio. including the DSM programs or DSM
measures within a DSM portfolio.

B. For demand response programs, an affected utility shall use customer load profile information to verify baseline
consumption patterns and the peak demand savings resulting from demand response actions.

C. For installations or applications that have multiple fuel choices, an affected utility shall determine the baseline using the
same fuel source actually used for the installation or application.

R14-2-2414. Fuel Neutrality
A fatepaveit

B-A. An affected utility shall use DSM funds collected from electric customers for electric DSM programs, unless otherwise
ordered by the Commission.

3. An affected utility may use DSM funds collected from electric customers for thermal envelope improvements.



R14-2-2415. Monitoring, Evaluation, and Research

A,

An affected utility shall monitor and evaluate each DSM pregram-and-DSM-measureport folio to:
1. Ensure compliance with the cost-effectiveness requirements of R14-2-2412;
2. Determine participation rates, energy savings, and demand reductions;
3.  Assess the implementation process for the DSM program-or DSM-measureportiolio;
4. Obtain information on whether to continue, modify, or terminate a DSM program er-bSM-meastre-within a DSM
portfolio; and
Determine the persistence and reliability of the affected utility’s DSM.
An affected utility may conduct evaluation and research, such as market studies, market research, and other technical
research, for DSM program planning, product development, and DSM program improvement within a DSM portiolio.;

R14-2-2416. Program Administration and Implementation

A

An affected utility may use an energy service company or other external resource to implement a DSM program or
DSM measure within o DSM portfolio.

The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.

R14-2-2417, Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate in cost sharing, leveraging, or other lawful arrangements

with customers, vendors, manufacturers, government agencies, other electric utilities, or other entities if doing so will
increase the effectiveness or cost-effectiveness of a DSM portloliopregram-or-DSM-measure,

An affected utility shall participate in a DSM program erBSM-measare-with a natural gas utility when doing so is
practicable and if doing so will increase the effectiveness or cost-effectiveness of a DSM program-or-BSM
measureportfolio.

R14-2-2418. Compliance by Electric Distribution Cooperatives

A.

An electric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of meeting the requirements of R14-2-2404(A) and (B) and R14-2-2405(A).

An electric distribution cooperative shall, on June 1 of each odd year, or annually at its election:

1. File with Dockel Control for Commission rcview and approval, an implemenlation plan for each DSM program
ycars, as apphcable, and

2. Submit to the Director of the Commission's Utilities Division an electronic copy of its implementation plan in a

format suitable for posting on the Commission’s web site.

3. An implementation plan submitted under subsection (B) shall set forth an energy efficiency goal for each year of

at least 75% of the savings requirement specified in R14-2-2404 and shall include the information required under

R14-2-2405(B).

3-4. Submit annual DSM reports in gecordance with the requirements in R 14-2-2409.

w

R14-2-2419. Waiver from the Provisions of this Article

A,

B.

The Commission may waive compliance with any provision of this Article for good cause.

An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause,

A petition filed pursuant to this Section shall have priority over other matters filed under this Article.
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TITLE 14, PUBLIC SERVICE CORPORATIONS; CORPORATIONS AND ASSOCIATIONS;
SECURITIES REGULATION
CHAPTER 2. CORPORATION COMMISSION - FIXED UTILITIES

ARTICLE 7. RESOURCE PLANNING AND PROCUREMENT

Section

R14-2-701.  Statement of Purpose

R14-2-702.  Definitions

R14-2-703.  Applicability

R14-2-704.  Load-Serving Entity Annual Reporting Requirements

R14-2-705. Integrated Resource Planning Process

R14-2-706. Integrated Resource Plan Requirements
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R14-2-709.  Procurement

R14-2-710. Independent Monitor Selection and Responsibilities

R14-2-701 Statement of Purpose

This Article lays out the requirements for a comprehensive and robust Integrated Resource Planning process. The Integrated Resource Plan
(“IRP™) will consider all reasonable resources to satisfy the demand for electricity services during a fifteen (15)-year planning period, taking
into account both supply- and demand-side electric power resources. In broad terms, the IRP will include an assessment of the planning
environment, a careful and detailed study of a range of future load forecasts, present generation resources, present demand resources, current
investments in electricity conservation technologies, existing transmission and distribution facilities, and the relevant forecast and scenario
analyses in support of a load-serving entity’s selected resource plan, It will also contain a discussion of all applicable laws and regulations to
ensure that the proposed Action Plan for the implementation of the selected resource plan complies with all laws and regulations of the
Federal government and the State of Arizona.

The purpose of this Article is to ensure that the IRP serves as an adequate and useful tool to guarantee the orderly and integrated development
of Arizona’s electric power system, and to improve the system’s reliability, resiliency, efficiency, and transparency, as well as the provision
of electric power services at reasonable prices. The provisions established herein will guide the IRP process along lines that are consistent
with the mandates for the Commission and following the electric power industry’s best practices in integrated resource planning. This reg-
ulation, moreover, defines the terms related to the information required in the IRP, the procedures before the Commission, and the perfor-
mance metrics guidelines and inducements that load-serving entities will follow after the Commission has evaluated and reviewed the IRP.
The Commission will evaluate the IRP as well as each load-serving entity’s performance thereafter in accordance with the provisions set forth
in this regulation.

This regulation shall be interpreted in a way that promotes the highest public good and the protection of the interests of the residents of
Arizona, and in such a way that the proceedings are carried out rapidly, justly, and economically.

R14-2-702. Definitions
In this Article, unless otherwise specified:

1. *“Action Plan” refers to a plan that identifies the specific needs and potential actions that a load-serving entity will perform during
the first five (5) years of the Planning Period in order to implement the Preferred Resource Plan.

2, “Acknowledgment” means a Commission determination, under R14-2-704, that an Integrated Resource Plan meets the require-
ments of this Article.

3. “Affiliated” means related through ownership of voting securities, through contract, or otherwise in such a manner that one entity
directly or indirectly controls another, is directly or indirectly controlled by another, or is under direct or indirect common control
with another entity.

4, “All-source Request for Proposals” or “all-source RFP” means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services from market participants. The RFP shall identify the specific needs to be satisfied, but it must be
technology neutral, location neutral, and size neutral. The RFP shall consider demand-side resources on equal footing as sup-
ply-side ones and shall not be limited to “dispatchable” resources.

5. “All-source Request for Information” or “all-source RFT" means a process wherein the utility solicits open all-source bids for new
energy, capacity, and grid services from market participants. The RFI shall identify the specific needs to be satisfied, but it must be
technology neutral, location neutral, and size neutral. The RFI shall consider demand-side resources on equal footing as supply-side
ones and shall not be limited to “dispatchable” resources.
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“Benchmark™ means to calibrate against a known set of values or standards,

“Book life” means the expected time period over which a power supply source will be available for use by a load-serving entity.
“Btu" means British thermal unit.

“Capacity” means the amount of electric power, measured in megawatts, that a power source is rated to provide.

“Capacity Expansion Model” refers to a computer model designed to seek a least cost, or "optimal”, portfolio of electricity supply-
and demand-side resources that meets the utility's load forecast, accounting for system constraints and the need to maintain the
reliability of the system over the planning period in the Preferred Resource Plan.

“Capital costs” means the construction and installation cost of facilities, including land, land rights, structures, and equipment.
“Coincident peak™ means the maximum of the sum of two or more demands that oceur in the same demand interval, whith demand
interval may be established on an annual, monthly, or hourly basis.

“Commission” or “ACC" refers to the Arizona Corporation Commission.

“Customer class” means a subset of customers categorized according to similar characteristics, such as amount of energy con-
sumed; amount of demand placed on the energy supply system at the system peak; hourly, daily, or seasonal load pattern; primary
type of activity engaged in by the customer, including residential, commercial, industrial, agricultural, and governmental; and lo-
cation.

“Decommissioning”™ means the process of safely and economically removing a generating unit from service.

“Demand management” means beneficial reduction in the total cost of meeting electric energy service needs by reducing or shifting
in time electricity usage.

“Derating” means a reduction in a generating unit’s capacity.

“Discount rate” means the interest rate used to calculate the present value of a cost or other economic variable.

“Docket Control™ means the office of the Commission that receives all official filings for entry into the Commission's public
electronic docketing system.

“Emergency” means an unforeseen and unforeseeable condition that:

a. Does not arise from the load-serving entity’s failure to engage in good utility practices,

b. Is temporary in nature, and

c.  Threatens reliability or poses another significant risk to the system.

“End use"” means the final application of electric energy, for activities such as, but not limited to, heating, cooling, running an ap-
pliance or motor, an industrial process, or lighting.

“Energy losses” means the quantity of electric energy generated or purchased that is not available for sale to end users, for resale, or
for use by the load-serving entity.

“Escalation” means the change in costs due to inflation, changes in manufacturing processes, changes in availability of labor or
materials, or other factors.

“Generating unit” means a specific device or set of devices that converts one form of energy (such as heat or solar energy) into
electric energy, such as a turbine and generator or a set of photovoltaic cells,

“Heat rate” means a measure of generating station thermal efficiency expressed in Btus per net kilowatt-hour and computed by
dividing the total Btu content of fuel used for electric generation by the kilowatt-hours of electricity generated.

“Independent monitor” means a company or consultant that is not affiliated with a load-serving entity and that is selected to oversee
the conduct of a competitive procurement process under R14-2-706.

“Integrated Resource Plan” or “IRP” means a plan that considers all reasonable resources to satisfy the demand for electric power
services during a specific period of time, including those relating to the offering of electric power, whether existing, traditional,
and/or new resources, and those relating to energy demand such as energy conservation and efficiency or demand response and
localized energy generation by the customer, while recognizing the obligation of compliance with laws and regulations that con-
strain resource selection,

“Integration” means methods by which energy produced by intermittent resources can be incorporated into the electric grid.
“Intermittent resources” means electric power generation for which the energy production varies in response to naturally occurring
processes like wind or solar intensity.

“Interruptible power” means power made available under an agreement that permits curtailment or cessation of delivery by the
supplier.

“In-service date” means the date a power supply source becomes available for use by a load-serving entity.

“Load-serving entity” means a public service corporation that provides electricity generation service and operates or owns, in
whole or in part, a generating facility or facilities with capacity of at least 50 megawatts combined.

“Long-term” means having a duration of three or more years.

“Major change” means any new procurement effort or addition, retirement or modification of generation plant having a nameplate
capacity of 50 megawatts or greater; the addition of pollution control equipment; the unanticipated termination of a Power Purchase
Agreement; or other event, such as a major forest fire, as set forth by the Commission.

“Major Project” shall mean any project greater than 50 megawatis.

“Maintenance™ means the repair of generation. transmission, distribution, administrative. and general facilities: replacement of
minor items; and installation of materials to preserve the efficiency and working condition of facilities.

“Mothballing” means the temporary removal of a generating unit from active service and accompanying storage activities.
“Operate” means to manage or otherwise be responsible for the production of electricity by a generating facility, whether that fa-
cility is owned by the operator, in whole or in part, or by another entity.

“Participation rate” means the proportion of customers who take part in a specific program.




40. *Planning Period” means the fifteen (15)-year period in an Integrated Resource Plan for which resources must be planned to meet
customer load requirements.

41, “Planning Reserve Margin” refers to the reserve margin required to operate a load-serving entity’s system reliably.

42, *“Preferred Resource Plan™ means a portfolio of resource additions selected by a load-serving entity from amongst those evaluated
in the IRP representing the best performing resource mix to be implemented in the Action Plan.

43, “Probabilistic analysis” means a systematic evaluation of the effect, on costs, reliability, or other measures of performance, of
possible events affecting factors that influence performance, considering the likelihood that the events will occur.

44. “Production cost” means the variable operating costs and maintenance costs of producing electricity through generation, including
[uel cost, plus the cost of purchases of power sufficient to meel demand,

45. “Reference Case” refers to the forecast of load and associated system requirements, commodity prices, capital costs and risks
representing a load-serving entity's best understanding of expected circumstances or median probability outcomes.

46. “Refurbish” means to make major changes, more extensive than maintenance or repair, in the power production, transmission, or
distribution characteristics of a component of the power supply system, such as by changing the fuels that can be used in a gener-
ating unit or changing the capacity of a generating unit.

47. “Reliability” means a measure of the ability of a load-serving entity’s generation, transmission, or distribution system to provide
power without failures, measured to reflect the portion of time that a system is unable to meet demand or the kilowatt-hours of
demand that could not be supplied.

48. “Renewable energy resource” means an energy resource that is replaced rapidly by a natural, ongeing process and that is not nu-
clear or fossil fuel.

49. “Reserve requirements” means the capacity that a load-serving entity must maintain in excess of its peak load to provide for
scheduled maintenance, forced outages, unforeseen loads, emergencies, system operating requirements, and reserve sharing ar-
rangements.

50. “Reserve sharing arrangement” means an agreement between two or more load-serving entities to provide backup capacity.

51. “Resource Plan” refers to a selection of supply-side, demand-side, and transmission resources that best serves a load-serving en-
tity's needs under a given forecast scenario.

52. “Resource planning” means integrated supply and demand analyses completed as described in this Article.

53. “RFP" means request for proposals.

54. “Self generation™ means the production of electricity by an end user.

55. “Sensitivity analysis” means a systematic assessment of the degree of response of costs, reliability, or other measures of perfor-
mance to changes in assumptions about factors that influence performance.

56. *“Short-term” means having a duration of less than three years,

57. “Socioeconomic effects” means changes in the social and economic environments, including, for example, job creation, effects on
local economies, geographical concentration of persons and structures, concentration of investment capital, and the ability of
low-income and rental households to receive conservation services.

58. “Spinning reserve” means the capacity a load-serving entity must maintain connected to the system and ready to deliver power
promptly in the event of an unexpected loss of generation source, expressed as a percentage of peak load, a percentage of the largest
generating unit, or in fixed megawatts.

59. “Stall” means individuals working for the Commission’s Ulilities Division, whether as employees or through conlract.

60. “Third-party independent energy broker” means an entity, such as Prebon Energy or Tradition Financial Services, that facilitates an
energy transaction between separate parties without taking title to the transaction.

61. “Third-party online trading system™ means a computer-based marketplace for commodity exchanges provided by an entity that is
not affiliated with the load-serving entity, such as the Intercontinental Exchange, California Independent System Operator, or New
York Mercantile Exchange.

62. “Total cost” means all capital, operating, maintenance, fuel, and decommissioning costs, plus the costs associated with mitigating
any adverse environmental effects, incurred by end users, load-serving entities, or others, in the provision or conservation of
electric energy services.

R14-2-703, Applicability

A,
B.

C:

This Article applies to each load-serving entity, whether the power generated is for sale to end users or is for resale.

An electricity public service corporation that becomes a load-serving entity by increasing its generating capacity to at least 50 megawatts

combined shall provide written notice to the Commission within 30 days after the increase and shall comply with the filing requirements

in this Article within two years after the notice is filed.

The Commission may, by Order, exempt a load-serving entity from complying with any provision in this Article, or the Article as a

whole, upon determining that:

1. The burden of compliance with the provision, or the Article as a whole, exceeds the potential benefits to customers in the form of
cost savings, service reliability, risk reductions, or reduced environmental impacts that would result from the load-serving entity’s
compliance with the provision or Article; and

2. The public interest will be served by the exemption.

A load-serving entity that desires an exemption shall submit to Docket Control an application that includes, at a minimum:

1. Thereasons why the burden of complying with the Article, or the specific provision in the Article for which exemption is requested,
exceeds the potential benefits to customers that would result from the load-serving entity’s compliance with the provision or Ar-
ticle;



2. Data supporting the load-serving entity’s assertions as to the burden of compliance and the potential benefits to customers that
would result from compliance; and
3. The reasons why the public interest would be served by the requested exemption.

R14-2-704. Load-serving Entity Annual Reporting Requirements

A. Demand-Side Data: A load-serving entity shall, by April 1 of each year, file with Docket Control a compilation of the following items
of demand-side data, including for each item for which no record is maintained the load-serving entity’s best estimate and a full de-
scription of how the estimate was made:

1. Hourly demand for the previous calendar year, disaggregated by:
a.  Sales to end users;
b.  Sales for resale;
c. Energy losses; and
d.  Other disposition of energy, such as energy furnished without charge and energy used by the load-serving entity;
2. Coincident peak demand (megawatts) and energy consumption (megawatt-hours) by month for the previous 10 years, disaggre-
gated by customer class;
3. Number of customers by customer class for each of the previous 10 years; and
4, Reduction in load (kilowatt and kilowatt-hours) in the previous calendar year due to existing demand management measures, by
type of demand management measure.

B. Supply-Side Data: A load-serving entity shall, by April 1 of each year, file with Docket Control a compilation of the following items of
supply-side data, including for each item for which no record is maintained the load-serving entity’s best estimate and a full description
of how the estimate was made:

1. For each generating unit and purchased power contract for the previous calendar year:

In-service date and book life or contract period;

Type of generating unit or contract;

The load-serving entity's share of the generating unit's capacity, or of capacity under the contract, in megawatts;

Maximum generating unit or contract capacity, by hour, day, or month, if such capacity varies during the year;

Annual capacity factor (generating units only);

Average heat rate of generating units and, if available, heat rates at selected output levels;

Average fuel cost for generating units, in dollars per million Btu for each type of fuel;

Other variable operating and maintenance costs for generating units, in dollars per megawatt hour;

Purchased power energy costs for long-term contracts, in dollars per megawatt-hour;

Fixed operating and maintenance costs of generating units, in dollars per megawatt;

Demand charges for purchased power;

Fuel type for each generating unit;

Minimum capacity at which the generating unit would be run or power must be purchased;

Whether, under standard operating procedures, the generating unit must be run if it is available to run;

Description of each generating unit as base load, intermediate, or peaking;

Environmental impacts, including air emission quantities (in metric tons or pounds) and rates (in quantities per mega-
watt-hour) for carbon dioxide, nitrogen oxides, sulfur dioxide, mercury, particulates, and other air emissions subject to
current or expected future environmental regulation;

q.  Water consumption quantities and rates; and
I Tons of coal ash produced per generating unit;
2. For the power supply system for the previous calendar year:
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a. A description of generating unit commitment procedures;
b. Production cost;
(o Reserve requirements;
d. Spinning reserve;
e. Reliability of generating, transmission, and distribution systems;
f. Purchase and sale prices, averaged by month, for the aggregate of all purchases and sales related to short-term contracts;
and
g Energy losses;
3. The capacity, type, location(s), and expected term of demand-side resources offered in the load-serving entity’s service area for the
previous calendar year:
a, By or on behalf of the utility;
b. Through government-sponsored programs; or
c. Through self generation; and

4, An explanation of any resource procurement processes used by the load-serving entity during the previous calendar year that did
not include use of an RFP, including the exception under which the process was used.




R14-2-705. Integrated Resource Planning Process
A. Planning Period: Effectiveness

I,
2.

3.

The IRP shall consider a planning period of fifteen (15) years.

An IRP acknowledged by the Commission shall remain in effect until the acknowledgment of a subsequent IRP by the Commis-
sion, or until otherwise established by the Commission through resolution or order.

Any proposal for a new IRP, or any proposed update, review, or amendment to an existing IRP must be submitted to the Com-
mission for evaluation and acknowledgment. An update, revision, or amendment to an IRP, in whole or in part, will not enter into
effect until it is acknowledged by the Commission.

B. Schedule and Filing

L.

2,

By April | of every third year, each load-serving entity shall submit for Commission acknowledgment an IRP proposal in ac-
cordance with the provisions of this Article and applicable Commission resolutions and orders. In the case of a substantial change in
the energy demand or group of resources, the Commission may order that the review of the next IRP be carried out before the three
(3) years provided here to respond to and/or mitigate such changes. At any moment prior to the three-year filing requirement, a
load-serving entity may submit a proposed update, amendment or review to an acknowledged IRP, as described in Section
R14-2-708.

The filing of the IRP shall initiate a proceeding at the Commission pursuant to the provisions of this Article.

C. Integrated Resource Plan Filing Structure and Requirements

1.

The IRP filing shall be comprised of a main body and accompanying technical appendices.

2. The main body of the IRP shall be written as a coherent, stand-alone document designed to allow informed readers suf-
ficient information to understand the process by which a load-serving entity conducts long-term resource planning and
the key outcomes of that resource planning. The main body shall be organized into the following chapters:

Part One — Introduction and Summary of Conclusions

Part Two — Planning Environment

Part Three — Load Forecast

Part Four — Existing Resources

Part Five — Resource Needs Assessment

Part Six — New Resource Options

Part Seven — Assumptions and Forecast

Part Eight — Resource Plan Development

Part Nine — Caveats and Limitations

Part Ten ~ Work Plan

Part Eleven — Action Plan

Part Twelve — Other considerations or additional information, as required by the Commission through and order,
that may address subjects related to integrated resource planning.

b. The technical appendices of the IRP filing shall include ancillary information and descriptions required by this Article but
not included in the main body of the IRP filing, The following technical appendices must be attached to the IRP filing:

Appendix 1 — Transmission and Distribution Planning

Appendix 2 - Prior Action Plan Implementation Status

Appendix 3 — Renewable Energy Project Status

Appendix 4 — Demand-Side Resources

Appendix 5 — New and Existing Supply-Side Resource Supplemental Data

Appendix 6 ~ Additional information, as required by the Commission through and order, that may address subjects
related to integrated resource planning.

c. The IRP filing shall specifically identify and include all references to external and internal source documents relied upon
in the development of the proposed IRP.

1. Ifasource document is publicly available on the Internet, a specific link (URL address) to the source document shall
be provided.

2. If a source document referenced by the load-serving entity in any portion of its IRP filing is not publicly available or
readily accessible, an electronic copy of such source documents shall be provided along with the IRP filing.

3. If a source document consists of a study, report, book, periodical, or other publication, not publicly available or
readily accessible, the load-serving entity shall provide copies of the relevant pages from such source documents
relied upon in the development of its proposed IRP. All pages which are necessary to understand the relevant pages
in context shall be provided. Upon request, the load-serving entity shall make available the entirety of such source
document. In the case such source documents are protected under federal copyright law, the load-serving entity shall
make a reference to the documents used for the development of the proposed IRP.

d. Work papers and models relied upon by the load-serving entity in the development of the IRP shall be filed concurrently
with the IRP.

1. Work papers which are available in electronic form shall be provided electronically in native format. All formulae
and viable links shall be left intact.

2. The load-serving entity shall, at a minimum, provide the following work papers to the Commission:

1 Load Forecast Development work papers;
ii. Fuel Price Forecast Development work papers;
iii. Resource Plan modeling input files;



iv. Resource Plan modeling output files as used by the load-serving entity;

V. Any post-processing or analysis work papers used to assess the Resource Plan modeling output files, in-
cluding financial models used to calculate the present value of revenue requirements, rate impacts, or
other cost elements of the IRP;

i Electronic, spreadsheet-based versions of all tables and figures as presented in the IRP.
The load-serving entity shall provide access to the modeling software, including license to Staff of the model(s) they use,
at a minimum, and to provide, as an addendum to the filing, inputs and outputs and/or saved run files from the models.
Such access shall be adequate to enable the Commission to replicate the results and may include the load-serving entity
manipulating the computer model according to instructions or input from the Commission. Reasonable access shall also
be provided to intervenors. If the load-serving entity seeks to limit access to the program or application to intervenors, the
Commission will determine the appropriate access to the program or its output.
The load-serving entity shall use modeling software that meets the following criteria:
. There are no technical or legal barriers to providing inputs and outputs of the model to stakeholders in a format
legible to stakeholders;
The utility can provide the modeling parameters to stakeholders;
The software can reasonably model all types of resources, including wind, solar, and storage, including battery
storage;
4. The software can model at hourly and sub-hourly timescales; and
5. The software is capable of modeling fixed resource retirement dates or optimizing resource retirement dates,
2; When filing its IRP, the load-serving entity shall simultaneously publish its IRPs in its full and complete form

2.
3.

on the utility’s website, which should be presented in an accessible and comprehensible way to the general public. The load-serving
entity may only withhold information from reporting with Commission approval, under a protective order as provided in Section
R14-2-707(D)(3), and stakeholders shall have a reasonable opportunity to challenge designations of information as confidential.

R14-2-706.

Integrated Resource Plan Requirements

A load-serving entity shall, by April | of every third year, file with Docket Control a preliminary IRP. Consistent with Section R14-2-705(C)

above, a load-serving entity's IRP must include the following:

A. Planning Environment: The IRP shall include a description of the various current laws, regulations, and other rules that might affect

planning decisions, as well as any that are likely to be implemented during the course of the planning period.

1. This section shall describe, at a minimum, the following factors: federal, state, or municipal standards and rules that impact the
requirement for, or availability of, energy efficiency, renewable energy, fuel alternatives, or other resource requirements; and en-
vironmental standards and regulations that impact existing utility resources or resource choices at the present time through the
planning period.

2, This section shall also include a discussion of substantial regulatory or legislative standards and rules that have changed since the
acknowledgment of the most recent IRP.

B. Load Forecast:  The load-serving entity shall provide a compilation of peak electricity demand and annual electricity consumption
forecasts for each year of the IRP planning period which may include a reference to the last filing made under this subsection for each
item for which there has been no change in forecast since the last filing.

1. The load forecasts will include the following items:

a.

Fifteen-year forecast of system coincident peak load (megawatts) and energy consumption (megawatt-hours) by month

and year, expressed separately for residential, commercial, industrial, and other customer classes; for interruptible power;

for resale; and for energy losses;

The load-serving entity shall prepare at least three (3) baseline Load Forecasts to reflect a reasonable range of future

uncertainties:

1. A reference case representing the load-serving entity’s best understanding of expected circumstances or median
probability outcomes;

2. A low case where customer electricity demand and consumption are significantly below utility median expectations
through the planning period; and

3. A high case where customer electricity demand and consumption are significantly above utility median expectations
through the planning period.

Disaggregation of the load forecast into a component in which no additional demand management measures are assumed,

and a component assuming the change in load due to additional forecasted demand management measures;
Analysis and consideration of the impact of:

1.  Existing demand-side resources, anticipated changes to rate design, building codes and standards, deployment of
distributed generation, and other important factors on the load forecast;

2. Technical losses in the load forecast, including the extent to which the forecast includes the effects of current and
planned technical loss reduction programs; and

3. Non-technical losses in the load forecast, including the extent to which the forecast includes the effects of current
and planned non-technical loss reduction programs.




e Historic peak demand and energy. Historic data shall be reported covering a ten (10)-year period prior to the first year of
the IRP Planning Period and shall include:
1. The total annual electricity generation and sales for the utility and consumption for each customer class; and
2, The coincident peak electricity demand for the utility and each customer class.

f. Documentation of all sources of data, analyses, methods, and assumptions used in making the load forecasts, including a
description of how the forecasts were benchmarked and justifications for selecting the methods and assumptions used.
g An evaluation of prior load forecasts provided in the most recent IRP, including:
1. Assessment of the annual accuracy of the previous forecasting including a comparison of forecasted versus actual
data;

2, An explanation of the cause of any significant deviation (meaning more than 5%) between the previous forecasts
and the actual annual peak demand and energy that occurred; and
3. Ancxplanation of the impact that historic demand-side resources had on the prior load forecast.
2. The load forecasts will be conducted in accordance with the following criteria:

a, A reasonable set of assumptions for economic and/or end use variables shall be included in the development of the
long-term load forecasts.
b. The load forecasts shall reflect normal weather conditions but must account for forecasted changes in climate due to

climate change.
C. Existing Resources: The load-serving entity shall describe all existing resources that serve or meet the entity’s customer’s energy and
capacity requirements. The [RP shall include the following, which may include references to data reported under Section R14-2-704 above:
I. A description of all demand-side resources currently being implemented by or on behalf of the load-serving entity.
2. A description of the energy supply from existing supply-side resources,
a. This section shall describe each type of supply-side resources, and including at least the following categories:
1.  Utility-owned generation;
2. Wholesale power purchase transactions that are one (1) year or longer and a detailed discussion of the transaction,
including the term of the contract, expiration date, pricing provisions, source of the power, fuel source, and other
relevant information;

3. Cogeneration and small power production;

4. Distributed generation;

5. Pooling or coordination agreements that reduce resource requirements; and
6. Any other supply-side resources,

b. In addition, the following information concerning each existing supply-side resource shall be supplied, as applicable and
as readily available to the load-serving entity with respect to third-party resources, in the form of a coherent table(s) in the
body of the IRP:

1. Resource type;

2. Nameplate and peak available capacity;

3. Annual capacity factor for each of the last five (5) years;

4. Fuel type;

5. Ownership information, including the portion of the resource owned by the load-serving entity, by a private project

developer, or by a customer;

6. Location (district or municipality);

7. Commercial operation date;

8. Remaining service life;

9. Any anticipated projects or programs that would alter remaining service life;

10. Remaining contract life, including capacity contracts;

11. Depreciation schedule;

12. Other contracts that need to be renegotiated (e.g., for water, land lease, fuel supply);

13. Average annual heat rate over the last five (5) years;

14. Current fuel cost in dollars per MMBtu;

15. Current variable operations and maintenance (O&M) cost in dollars per MWh;

16. Currenl total production cost in dollars per MWh, including any other necessary variables aside from fuel and
variable O&M costs;

17. Anticipated total production cost in dollars per MWh, including any other necessary variables aside from fuel and
variable O&M costs, for future years through the planning period;

18. Current fixed O&M cost in dollars per kW;

19. Average annual capital expenditures over the last five (5) years in total dollars; and

20. Average annual water consumption, source of supplied water.

c. This section shall also include an assessment of potential cost-effective retirements of all utility-owned resources in-
cluding the costs associated with incremental depreciation expenses and estimated operational and capital savings.
1. For each retirement reviewed, the load-serving entity shall:



i. Describe the replacement resource need, possible system reliability impacts, and corrective actions for
such impacts; and
il Evaluate at least one retirement date that is within the resource acquisition period.
If discontinuation, decommissioning, or mothballing of any power source or permanent derating of any generating
facility is expected, the load-serving entity shall provide:
i. Identification of each power source or generating unit involved;
ii.  The costs and spending schedule for each discontinuation, decommissioning, mothballing, or derating;
iii. The reasons for each discontinuation, decommissioning, mothballing, or derating.
For the purpose of identifying existing resources that potentially are not cost-effective as compared to other re-
sources available in the market, the load-serving entity shall compare the costs and performance of each of its ex-
isting resources (utility-owned and contracted) to the costs and performance of generic resources, including energy
efficiency and demand response alternatives. The load-serving entity shall also conduct computer modeling that, at a
minimum, evaluates retirement of each existing generating unit, and retirement of combinations of existing gener-
ating units, under a reasonable range of scenarios during the resource acquisition period. The load-serving entity
need not model retirement of an existing generating unit if a screening analysis shows the unit to be clearly eco-
nomic compared to replacement resources.

d, The following information concerning each existing supply-side resource shall be supplied as part of Appendix 5:

1.
s
3,

4,

All information in sub-section (b) above;
Dates for renewal of operating licenses and permits, to the extent applicable;
Compliance schedule with current, proposed, and reasonably anticipated regulatory (including environmental reg-
ulatory) and legal requirements, to the extent applicable;
Expected capital and operating costs for compliance with current, proposed, and reasonably anticipated regulatory
(including environmental regulatory) and legal requirements, to the extent applicable;
Expected yearly non-environmental capital expenditures for the first ten (10) years of the Planning Period, including
any improvements to operational efficiencies or extensions of the useful life;
Any important changes to the resources that occurred since the acknowledgment of the most recent IRP or which is
expected to occur prior to the filing of a review, update, or amendment, including:

i A description of each large capital project (over $5,000,000) expected in the next five (5) years;

il Changes in fuel types expected to result from economic restrictions or environmental regulations.

D. Resource Needs Assessment: The load-serving entity shall prepare a resource needs assessment and a detailed description of the results
of such assessment. The purpose of the resource needs assessment is to identify current and/or future expected capacity and/or energy
requirements resulting from the expected or contractual retirement of, or cessation of services from, existing supply and demand-side
resources when compared against forecast load conditions. The resource needs assessment shall contain at least the following elements:
1. An expected planning reserve margin over a fifteen-year period.

a. The planning reserve margin shall follow industry standard methodologies in assessing a necessary planning reserve
margin to maintain reliable service during the planning period.

b. To the extent that the reserve margin assessment cannot be developed independently of a resource plan, the load-serving
entity may use its then-current business plan to assess and describe the necessary planning reserve margin.

c. The load-serving entity shall demonstrate why the planning reserve margin targets in its forecast are reasonable.

2. A coherent table showing, by year, the expected capacity of each existing supply-side and existing demand-side resource, its load
requirements, and load requirements including the planning reserve margin. The load-serving entity shall identify its annual net
position relative to its expected needs throughout the planning period.

a, The capital costs and operating and maintenance costs of all new or refurbished transmission and distribution facilities
expected during the 15-year period; and
b. An explanation of the need for and purpose of all expected new or refurbished transmission and distribution facilities,

which explanation shall incorporate the load-serving entity’s most recent transmission plan filed under A.R.S. §
40-360.02(A) and any relevant provisions of the Commission’s most recent Biennial Transmission Assessment decision
regarding the adequacy of transmission facilities in Arizona.
E. New Source Options: The load-serving entity shall assess the need for its existing resources and any need to acquire new resource
options that may reasonably serve or meet the load-serving entity’s customer’s energy and/or capacity requirements.

1. The IRP shall identify and evaluate a wide range of new supply-side resource options, including renewable and non-renewable
options, to be used in the development of the IRP. While a load-serving entity may designate specific options as not feasible for
future development, such designations must be accompanied by a clear and comprehensive explanation that justifies the
load-serving entity’s determination on the basis of cost, resource availability, or engineering feasibility.

a. For each supply-side resource option identified as a feasible alternative, the load-serving entity shall provide the following
information, as applicable, in the form of a coherent table in the body of the IRP:

1.
2.

3
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Resource type;

Location, if a specific project site has been identified; otherwise, restrictions and other considerations that may
dictate resource placement;

Capacity;

Fuel type;




5. Capacity factor for renewable energy resources;

6. Effective load carrying capacity (ELCC) or capacity contribution to peak;

7. Ownership information, including the portion of the resource owned by the load-serving entity, by a private project
developer, or by a customer;

8. Anticipated service life;

9. Hent rate;

10. Overnight capital cost;

[1. Fixed operations and maintenance cost;

12. Non-fuel variable operations and maintenance cost; and

13. Average annual water consumption.

b. For each resource identified in subsection (a) above, the following additional information shall be supplied:

1. All information in (a) above;

2. Other costs to construct and/or operate the resource, including financing costs, property taxes, supplemental pay-
ments, and interconnection costs;

3. Lead time necessary to plan and build, or acquire through a power purchase agreement;

4, Any constraints on the acquisition or construction of the resource as applied by the load-serving utility in the ca-
pacity expansion model, including first potential date of construction, maximum units feasible to acquire or con-
struct per year, and total number of the resources allowed in the model through the planning period;

5. Any constraints on the operation or dispatch of the resource as applied by the load-serving entity in its modeling,
including minimum up-time, minimum down-time, or energy or effluent limitations;

6. Any impact of the location of the resource on reliability and system resilience;

7. Evaluation of the interconnection of renewable energy projects and independent power producers to the utility
system; and

8. A description, with quantitative information and analysis as required, of how the resource contributes to meeting the
requirements of the Clean and Renewable Energy Standard in Article 18 of this Chapter.

2. The IRP shall include a projection and account for expected types and amounts of customer-owned distributed generation, by

customer class, including:

a. A 15-year [orecast of sell generation by customers of the load-serving enlity, in lerms of annual peak production
(megawatts) and annual energy production (megawatt-hours);
b. Disaggregation of the forecast of subsection (B) into two components, one reflecting the self generation projected if no

additional efforts are made to encourage self generation, and one reflecting the self generation projected to result from the
load-serving entity’s institution of additional forecasted self generation measures;
c. A 15-year forecast of the annual capital costs and operating and maintenance costs of the self generation identified; and
d. Documentation of the analysis of the self generation;
3. This section shall also include the following:

a. A calculation of the benefits of generation using renewable energy resources;
b. Analysis of integration cosls for intermittent resources;
c A plan to increase the efficiency of the load-serving entity’s generation using fossil fuel;
d. A description of a wide range of potential new energy efficiency and demand response programs.
1. For each demand management program or measure, the IRP will describe:
i. How and when the program or measure will be implemented;
ii, The projected participation level by customer class for the program or measure;
iii. The expected change in peak demand and energy consumption resulting from the program or measure;
iv. The expected reductions in environmental impacts, including air emissions, solid waste, and water con-
sumption, attributable to the program or measure;
V. The expected societal benefits, societal costs, and cost-effectiveness of the program or measure;
vi. The expected life of the measure; and
vii. The capital costs, operating costs, and maintenance costs of the measure, and the program costs;
2, For each demand management measure that was considered but rejected:
i A description of the measure;
ii. The estimated change in peak demand and energy consumption from the measure;
iii. The estimated cost-effectiveness of the measure;
iv. The capital costs, operating costs, and maintenance costs of the measure, and the program costs; and
V. The reasons for rejecting the measure.
& A plan for reducing environmental impacts related to air emissions, solid waste, and other environmental factors, and for

reducing water consumption.
F. Assumptions and Forecasts
1. The IRP shall document key modeling assumptions and inputs including, at least, the following:
Annual fuel prices for each delivered fuel;
Annual emission prices;
Economic conditions;
Environmental regulations;

anop
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a.

d.

a.

Other non-environmental regulations, including renewable portfolio standards;

Utility discount rate or weighted average cost of capital;

Annual debt limitations,

2. The IRP shall also identify factors that will significantly influence key forecasts (including electricity demand, electricity con-
sumption, fuel prices), and develop a range of possible outcomes for those forecasts encompassing at least the fifth (5th) and
ninety-fifth (95th) percentile outcomes as understood by the load-serving entity,

Forecasts should include exogenous elements beyond the load-serving entity's control, including but not limited to:

NS UEwN

Economic conditions;

Environmental regulations;

Changes in customer load not caused by utility demand-side resources;
Customer-sited distributed generation;

Fuel prices;

Emissions costs; and

Capital costs.

For each forecast, the IRP shall identify a reference case forecast, and describe the basis of the forecast range identified.
The IRP shall consider multiple scenarios that encompass the reasonable range of possible outcomes for uncertain
forecasts. Scenarios may combine key forecasts in a manner that enables a reasonable exploration of the range of fore-
seeable risks to the safety, reliability, and affordability of retail services. The IRP shall consider a sufficient number of
scenarios to both describe feasible or likely sets of forecasts, as well as capture a wide range of possible risks.

1,
2.

&

The load-serving utility shall justify the scenarios used and excluded from consideration and describe why the
combinations assessed represent a reasonable range of risks.

To the extent that the load-serving entity relies on explicit or implicit relationships or correlations between forecasts,
the load-serving entity shall describe the basis of the relationships.

The load-serving entity shall incorporate any scenarios required by the Commission or reasonably suggested by
interested stakeholders.

The IRP shall include a Reference Case Scenario, representing the load-serving entity’s best understanding of expected
circumstances or median probability outcomes.
G. Resource Plan Development.
1. The IRP shall identify in detail the mechanisms used by the load-serving entity in developing its resource plans,
The IRP shall include, within the main body of the IRP, the following:

Comprehensive descriptions of the modeling mechanisms used in the development and sensitivity analysis of each
resource plan, based on Capacity Expansion Models, The load-serving entity may in addition use production cost
models, a heuristic approach, or a combination of the two.

Descriptions of key resource plan assumptions and purposes, including consideration of stakeholder input and
Commission requirements;

A coherent table illustrating the key difference between resource plans, including annual retirements, retrofits or
conversions, and new builds for both supply- and demand-side resources, changes in capacity (uprates or derations)
or existing supply- and demand-side resources, changes in (ransmission or distribution systems, key assumptions,
and resource plan cost;

A description of the mechanism and criteria used to select the Preferred Resource Plan, following the requirements
of subsection (2)(c) below;

A coherent load and resource balance table for the Preferred Resource Plan showing, by year, the expected capacity
of each existing and new supply-side and demand-side resource, its expected peak load, its planning reserve margin,
and its total load requirements, including the planning reserve margin. The load-serving entity shall identify its
annual net position relative to its expected needs during the planning period.

For the Preferred Resource Plan, and for each resource plan considered in the IRP, the IRP shall include, at a
minimum, the following supplemental information:

i.  Atable of annual capacity contribution by resource;

ii. A table of annual generation by resource;

iii. A table of annual emissions by resource;

iv. A table of annual fuel consumption by fuel type;

V. A cash-flow table comprised of annual cost values for, at a minimum, fuel spending by type of fuel,
generation capital, transmission capital, fuel infrastructure capital, total generating unit variable opera-
tions and maintenance, total generating unit fixed operations and maintenance, fuel infrastructure opera-
tions and maintenance, CO2, NOx, SO2 emissions, water consumption, fossil fuel power purchase
agreements; and renewable power purchase agreements.

2.  Resource Plan Development Analysis

The IRP shall use a Capacity Expansion Model to develop least-cost resource plans that meet customer needs under the
reference case scenario and various future scenarios. If the load-serving entity does not use a Capacity Expansion Model
to develop least-cost resource plans, the load-serving entity must seek, and receive, a waiver from the Commission to use
any other kind of resource plan development model for this purpose, in which case the Commission may adopt through

a.




resolution any and all appropriate requirements to ensure reliability of the information and conclusions produced and

presented in the IRP.

1. The Capacity Expansion Model shall, at a minimum:

i.  Seek to optimize the present value of revenue requirements over the planning period;
ii.  Consider demand-side resources in a competitive framework with supply-side resources;
iii.  Recognize all utility-borne costs associated with the development of new resources;
iv.  Recognize all utility-borne costs, as well as avoided costs, associated with the retirement or modification of
existing resources.

2. Costs that the load-serving entity has incurred or committed prior to the commencement of the planning period
(including, but not limited to, existing plant balances, committed capital expenditures, and rate-based costs) shall not
be assessed in the Capacity Expansion Model unless they are specifically avoidable through the procurement of new
assets or retirement or modification of existing assets.

3, The load-serving entity shall use the Capacity Expansion Model to develop a comprehensive set of resource plans to
include a wide variety of supply-side, energy efficiency, and demand response resources.

4.  Supply-side resources shall include various options for early retirement of existing power plants, for refurbishment
or repowering of existing power plants, and for deferral of new power plants where feasible.

5. Supply-side resources shall also include any changes in the transmission or distribution systems that accompany
generation resources or are necessary for the maintenance of system reliability.

6. Energy efficiency and demand response resources shall include programs with a variety of different cost levels, in
order to assist in the identification of all cost-effective energy and demand respond resources,

7. The load-serving entity shall incorporate any resource plans required by the Commission.

8. The load-serving entity shall provide a comprehensive discussion of any resource plans excluded from consideration
on the basis of reliability or viability.

9. Each resource plan shall be designed to ensure that the load-serving entity complies with the Clean and Renewable
Energy Standard requirements of Article 18 of this Chapter.

b.  Each of the resource plans resulting from the Resource Plan Development Modeling shall be subjected to sensitivity
analyses exploring a reasonable range of uncertainty in forecast assumptions. The purpose is to examine the robustness of
resource plans created in the optimization analysis (i.e., how each plan affected by changes in the input assumptions). To
that end, the IRP shall inciude a compilation of the following analyses and plans:

1. Analyses to identify and assess errors, risks, and uncertainties in the following, completed using methods such as
sensitivity analysis and probabilistic analysis:

i Demand forecasts;
il. The costs of demand management measures and power supply;
iii. The availability of sources of power;
iv.  The costs of compliance with existing and expected environmental regulations;
V. Any analysis by the load-serving entity in anticipation of potential new or enhanced environmental reg-
ulations;
vi.  Changes in fuel prices and availability;
vii. Construction costs, capital costs, and operating costs; and
viii. Other factors the load-serving entity wishes to consider;

2. A description and analysis of available means for managing the errors, risks, and uncertainties identified and ana-
lyzed in subsection (b)(1), such as obtaining additional information, limiting risk exposure, using incentives, cre-
ating additional options, incorporating flexibility, and participating in regional generation and transmission projects;
and

3. A plan to manage the errors, risks, and uncertainties identified and analyzed in subsection (b)(1).

c. The load-serving entity shall select a Preferred Resource Plan from among the resource plans developed and evaluated in the
optimization and sensitivity analyses.

1. In selecting the Preferred Resource Plan, the load-serving entity shall use the minimization of the present value of
revenue requirements as the primary selection criterion.

2. The load-serving entity shall also consider other criteria, including but not limited to, system reliability; short-
and long-term risk; environmental impacts; transmission needs and implications; distribution needs and im-
plications; financial impacts on the load-serving entities; opportunities to site renewable facilities in commu-
nities where conventional generation has been retired; and the public interest. Where meeting these needs is
associated with quantifiable costs, these costs shall be included in the calculation of the present value of rev-
enue requirements.

3. The IRP shall include detailed discussion of each of the above factors in support of its Preferred Resource Plan. The
load-serving entity may opt to choose a plan that is not the lowest cost, provided that, in doing so, it presents a de-
tailed description of all the criteria and reasoning used to select the Preferred Resource Plan that is not the lowest
cost.



H. Caveats and Limitations: The IRP shall include an annotated list of key caveats and limitations of its analysis, including the impact of
uncertainty, the modeling mechanism, key regulatory and project execution assumptions, and costs. The purpose of this section is to
illustrate the load-serving entity’s certainty with respect to the Preferred Resource Plan.

I.  Work Plan: No more than two (2) years following a load-serving entity’s most recently-submitted IRP, the load-serving entity shall file
with Docket Control a work plan that includes:

1. An outline of the contents of the IRP the load-serving entity is developing to be filed the following year as required under Section
R14-2-705(B);

2. The load-serving entity’s method for assessing potential resources;

3. The sources of the load-serving entity’s current assumptions and a plan to incorporate forecasts based on inputs suggested by
stakeholders; and

4. An outline of how the load-serving entity plans to ensure significant stakeholder engagement, including the timing and extent of
public participation and advisory group meetings the load-serving entity intends to hold before completing and filing the resource

plan,
a.

e

The load-serving entity must provide for at least four meetings with stakeholders during the IRP development process for

the following purposes:

1. At the beginning, to collaborate on the planning approach, priorities, and evaluation criteria;

2. Prior to extensive analysis, to discuss model input assumptions and analysis structure;

3. Post-analysis, to discuss the results and draw conclusions about the import of those results; and

4.  Aftera final draft IRP has been developed, to present findings and the resulting actions before it is filed with ACC,

The load-serving entity may provide additional meetings depending on the level of interest from stakeholders.

In order to make these meetings effective, stakeholders must have access to the pertinent data, including modeling inputs

and assumptions, if necessary under a reasonable non-disclosure agreement or protective order that effectively balances

the public’s right to access information with the utility’s interest in limiting access to confidential business information,

and the utilities should be prepared with the appropriate personnel and experts to answer questions. Throughout the

stakeholder engagement process, the load-serving entity must, at a minimum:

1. Solicit alternative modeling inputs/parameters for alternative modeling runs; and

2. Respond to requested alternatives by either performing the runs or explaining why they chose not to perform the
requested runs.

Following each meeting, the load-serving entity shall provide meetings minutes, or if possible a recording, for future

reference by stakeholders and to ensure that the utility has future access to all relevant information or concerns raised

during the meetings. Such minutes or recording must provide enough information to make clear who (either which in-

dividual or organization) presented any given idea or suggestion during a meeting,

The work plan shall describe and demonstrate that the stakeholder engagement process has been satisfied and will con-

tinue to be met throughout the IRP process;

J.  Action Plan: With its IRP, a load-serving entity shall include an action plan, based on the results of the resource planning process.

I.  The purpose of the action plan is to specify implementation actions that need to be performed during the first five years of the
planning period as a result of the Preferred Resource Plan. The action plan is not intended to replace or modify additional resource
certification processes required by statute or other Commission rules and orders,

2. The action plan shall include, at a minimum;:

a.

Details on the intent and specific markers required to meet the load-serving entity’s specific needs over the first five years

of the planning period.

1. The action plan shall identify the specific needs to be satisfied, but it must be technology neutral, location neutral,
and size neutral,

2. The purpose of the action plan is to facilitate in a subsequent all-source RFP consideration of demand-side resources
on equal footing as supply-side ones and must not be limited to “dispatchable” resources.

A summary of actions on treatment of existing resources or future resource acquisitions that the load-serving entity be-
lieves may satisfy its defined future needs based on the Preferred Resource Plan. This should include a table of key ac-
tions in the first five years after acknowledgment of the IRP including, at a minimum, expected procurement processes
for supply-side resources and energy efficiency, permitting requirements, construction activities, required studies, and
other significant events. Although such summary and table shall provide the load-serving entity’s suggestions for specific
actions, the load-serving entity shall base its selection of specific resources on the results of an all-source RFP to satisfy
the needs identified in subsection (a) above.

1. The action plan shall cover intended acquisitions of demand-side, supply-side, transmission, distribution, and/or fuel
infrastructure resources; retirements and/or retrofits of existing generating resources; entrance into, renegotiation or
cessation of power purchase agreements; and any other resource commitments.

2. For each action identified in the action plan, the IRP shall specify and provide:

i.  The expected calendar year and quarter in which the action will be commenced;
ii. The expected calendar year and quarter in which the action will be completed;
iii. Issuances of permits and other regulatory actions that are required in order for the action to take place;
iv. For any major expected resource acquisitions, retirements, retrofits, or power purchase agreements, the
action plan shall provide information on the cost of the option chosen and the plan for financing that op-
tion;




V. The anticipated impact of the action on any relevant performance metrics established by the Commission;
and
vi. Any other information required by the Commission through resolution or order.

3. The action plan shall cover the five-year period following the Commission’s acknowledgment of the resource plan. Any given
action plan will remain in effect until a new action plan is approved as part of a subsequent IRP proceeding or until the Commission
states otherwise.

4, The IRP shall provide a status update on the implementation of the action plan in effect at the time of the filing of the IRP (or the
most recent action plan, if the filing of a proposed IRP occurs after the expiration of any previous action plan). This status update
shall include the following:

a. An itemized list of each element of the prior [RP action plan;

b. A description of the load-serving entity’s actions taken to execute each action item;

6l Any changes to date in the timeframe of expected commencement and completion, permitting or regulatory requirements,
or removal of the action item based on intervening events;

d. Any changes to permitting, engineering, or construction processes of major projects already in progress; and

e A description of the cause of any changes to the prlor IRP action plan,

5. The action plan shall also provide an explanation, with supporting documentation, of the avoided cost calculation. An avoided cost
must be calculated for each year in the forecast period. The avoided cost calculation must reflect timing factors specific to the
resource under consideration such as project life and seasonal operation. Avoided costs shall include, but is not limited to, the

following:

8. The avoided generating capacity cost adjusted for transmission and distribution losses and the reserve margin require-
ment;

b. The avoided transmission capacity cost;

c. The avoided distribution capacity cost; and

d. The avoided operating cost, including fuel, plant operation and maintenance, spinning reserve, emission allowances, and
transmission and distribution operation and maintenance,

R14-2-707. Commission Review and Acknowledgement of Load-serving Entity Integrated Resource Plans

A. IRP Prefiling Process
1. At least one year before the next IRP is due, the Commission may schedule one or more technical conferences to gather information
regarding the methodology and contents contemplated by the load-serving entity for its new IRP proposal.

a. In scheduling these technical conferences, the Commission may require a load-serving entity to provide specific infor-
mation regarding the development of the proposed IRP.

b. The Commission will set forth, in its orders scheduling the technical conferences, the process for the orderly presentation
of the information.

c. The purpose of these technical conferences is to provide an opportunity for the Commission to ensure a load-serving

entity’s IRP filing will reasonably comply with the requirements set forth in this Regulation and the analysis conducted
therein will be sufficiently robust so as to comply with public policy goals and meet Commission expectations as to the
quality of the analysis and information provided, These proceedings will also provide an opportunity for the load-serving
entity to seek clarifications from the Commission with regards to compliance with the requirements set forth in this
Regulation.

d. The Commission may require a load-serving entity to address any issues it believes should be included in the IRP that are
not specifically set forth in these rules.

2. The load-serving entity shall, before setting assumptions on cost of particular resources, conduct an all-source Request for Infor-
mation (RFI), wherein the utility solicits open all-source bids for new energy, capacity, and grid services from market participants.

a The resulting bids shall form a cohort of known new resource options with appropriate pricing and availability that shall
be used to inform assumptions and the evaluation of resources within the IRP,

b. The RFI shall identify the specific needs to be satisfied, but it must be technology neutral, location neutral, and size
neutral, The RFI shall consider demand-side resources one equal footing as supply-side ones and shall not be limited to
"dispatchable” resources.

1. B. Review by Staff Within three (3) months of the submission of a preliminary IRP, Staff shall file a report that contains its
analysis and conclusions regarding its statewide review and assessments of the load-serving entity’s IRP.

2. If a load-serving entity’s submission does not contain sufficient information to allow Staff to analyze the submission fully for
compliance with this Article, Staff shall request additional information from the load-serving entity, including the data used in the
load-serving entity’s analyses.

3. Staff may request that a load-serving entity complete additional analyses to improve specified components of the load-serving
entity’s submissions and may request a technical conference with the load-serving in order to gather information regarding the
methodology and contents contemplated by the utility so that the Commission can assess the quality and robustness of the utility’s
analysis.

C. Review by Commission: Within 9 months of the filing of a preliminary IRP, the Commission shall issue an order making the fol-
lowing specific findings:

1. Completion: The Commission shall determine whether the IRP is adequate as an informational document to allow full and robust
review by stakeholders and the ACC and to facilitate consideration of the load-serving entity’s resource alternatives. If a
load-serving entity's submission does not contain sufficient information to allow Staff to analyze the submission fully for com-
pliance with this Article, Staff or the Commission shall request additional information from the load-serving entity, including the



data used in the load-serving entity’s analyses. A determination of completeness or sufficiency as an informational document shall
not be construed as a ruling on the substance of the IRP.

2. Acknowledgement: The Commission shall issue an order acknowledging, rejecting, or modifying a load-serving entity’s IRP in
whole or in part. The Commission will acknowledge components of the IRP if the Commission determines that the IRP, as amended
if applicable, complies with the requirements of this Article and that the load-serving entity’s IRP is reasonable and in the public
interest, based on the information available to the Commission at the time and considering the following factors:

a. The IRP sufficiently analyzed the components provided under Section R14-2-706;

b. The total cost of electric energy services (the IRP should provide least-cost service);

c. The degree to which the factors that affect demand, including demand management, have been taken into account;

d. The degree to which the IRP will minimize, to the extent practicable, adverse socioeconomic and environmental effects;

e. The degree to which the IRP will enhance the utility’s ability to respond to financial, social, and technological changes
affecting its operations;

f. The degree to which supply alternatives, such as self generation, have been taken into account;

g. Uncertainty in demand and supply analyses, forecasts, and plans, and whether plans are sufficiently flexible to enable the
load-serving entity to respond to unforeseen changes in supply and demand factors;

h. The reliability of power supplies, including fuel diversity and non-cost considerations;

i The reliability of the transmission grid;

Je The degree to which the IRP will limit the risk of adverse effects on the utility and its customers from factors outside of
the utility’s control;

k. The environmental impacts of resource choices and alternatives;

L. The degree to which the load-serving entity considered all relevant resources, risks, and uncertainties;

m. The degree to which the load-serving entity’s plan for future resources is in the best interest of its customers; and

n. The degree to which the load-serving entity's IRP allows for coordinated efforts with other load-serving entities.

3. A load-serving entity may seek Commission approval of specific resource planning actions.
D. Procedure Before the Commission

1. Hearing: The Commission may hold a hearing or workshop regarding a load-serving entity’s IRP. If the Commission holds such a
hearing or workshop, the Commission may extend the deadline for the Commission to issue an order regarding acknowledgment
under subsection (C). Any public hearing shall be on the record and a transcript shall be made publicly available for future reference
by stakeholders and the load-serving entity.

2. Discovery: The Commission shall permit reasonable discovery by interested stakeholders during the prefiling process, after an IRP
is filed, and during the hearing in order to assist parties and interested persons in obtaining evidence concerning the integrated
resource plan, including, but not limited to, the reasonableness and prudence of the plan and alternatives to the plan raised by in-
tervening parties. Data protected by a protective order shall not be submitted to Docket Control and will not be open to public
inspection or otherwise made public except upon an order of the Commission entered after written notice to the load-serving entity.
Interested stakeholders shall have the opportunity to agree to reasonable terms of a protective order in order to gain access to
protected information,

3. Confidentiality and Protective Orders: If a load-serving entity believes that a data-reporting requirement may result in disclosure
of conlidential business data or confidential electricity infrastructure information, the load-serving entity may submit (o Stall a
request that the data be submitted to Staff under a protective order, which request shall include an explanation justifying the con-
fidential treatment of the data.

4.  Supplemental Information: A load-serving entity or interested party may provide, for the Commission’s consideration, analyses
and supporting data pertaining to environmental impacts associated with the generation or delivery of electricity, which may in-
clude monetized estimates of environmental impacts that are not included as costs for compliance. Values or factors for compliance
costs, environmental impacts, or monetization of environmental impacts may be developed and reviewed by the Commission in
other proceedings or stakeholder workshops. Similarly, if comments from interested stakeholders indicate additional information is
appropriate, Staff or the Commission may request such information from the load-serving entity.

5. Effect of Commission Acknowledgment: While no particular future ratemaking treatment is implied by or shall be inferred from
the Commission’s acknowledgment, the Commission shall consider a load-serving entity’s filings made under R14-2-706 when the
Commission evaluates the performance of the load-serving entity in subsequent rate cases and other proceedings. Although decisions
regarding whether to allow a utility to recover from its customers the costs associated with new resources may only be made in a rate
case proceeding, acknowledgment of an IRP is relevant to subsequent examination of whether a utility s resource investment is prudent
and should be recovered from ratepayers. Just as acknowledgement does not guarantee favorable ratemaking, a decision to not
acknowledge an action item does not constitute a preliminary determination of impudence. The Commission can nevertheless consider
whether a load-serving entity has proceeded with an expenditure that has either been expressly rejected or otherwise not acknowledged
by the Commission when evaluating the performance of the load-serving entity in a subsequent rate case.

R14-2-708. Update, Amendment, or Review to an Acknowledged IRPA load-serving entity may file an amendment to an acknowledged
IRP if changes in conditions or assumptions necessitate a material change in the load-serving entity’s plan before the next IRP is due to be
filed. As soon as the load-serving entity anticipates a significant deviation from its acknowledged IRP, it must file an update / amendment
with the Commission unless the load-serving entity is within six months of filing its next IRP. This filing must meet the requirements set forth
in Section R14-2-706 of this rule.

A. Reasons that might warrant a load-serving entity to consider proposing an update / amendment include, but are not limited to:




I. It anticipates submitting an application for a certificate to construct, purchase, or otherwise acquire a long-term supply-side or
demand-side resource that was not previously included as part of the current acknowledged IRP;

2. Itanticipates the need to undertake a procurement process for a demand-side or supply-side resource that was not included as part of
the current acknowledged IRP;

3. It expects to make a Major Change to the IRP or the Action Plan before the fi fllng of the next IRP proposal.

B. Notwithstanding paragraph (A), the Commission shall have the authority to require a load-serving entity to file an update, amendment,
or review to the acknowledged IRP, should it determine that conditions warrant such action,

C. Ifthe load-serving entity requests Commission acknowledgement of proposed changes to the action plan contained in its acknowledged
IRP:

1. The load-serving entity must file its proposed changes with the Commission and present the results of its proposed changes to the
Commission at a public meeting prior to the deadline for written public comment; and

2. Commission staff and parties must file any comments and recommendations with the Commission and present such comments and
recommendations to the Commission at a public meeting within six months of the load-serving entity's filing of its request for
acknowledgement of proposed changes; and

3. The Commission may provide direction to an energy utility regarding any additional analyses or actions that the utility should
undertake in its next IRP,

D. The filing of an IRP update does not relieve a load-serving entity from its obligation to file a new, complete IRP every three (3) years.

R14-2-709. Procurement

A. Except as provided in subsection (B), a load-serving entity may use the following procurement methods for the wholesale acquisition of
energy, capacity, and physical power hedge transactions:

Purchase through a third-party online trading system;

Purchase from a third-party independent energy broker;

Purchase from a non-affiliated entity through auction or an RFP process:

Bilateral contract with a non-affiliated entity;

Bilateral contract with an affiliated entity, provided that non-affiliated entities were provided notice and an opportunity to compete

against the affiliated entity’s proposal before the transaction was executed; and

6.  Any other competitive pmcurement process approved by the Commission.

B. AnyRFP shall seek to satisfy a load-serving entity’s basic needs, as defined in the action plan, rather than define a specific technology or
source. As such, an RFP shall be technology neutral, location neutral (any unit that can deliver energy/capacity into the particular zone
even if not located there should be permitted to compete), except that preference shall be given to renewable resources sited in com-
munities where conventional generation has been retired, and size neutral. The RFP shall consider demand-side resources one equal
footing as supply-side ones and shall not be limited to "dispatchable" resources.

C. A load-serving entity shall use an RFP process as its primary acquisition process for the wholesale acquisition of energy and capacity,
unless one of the following exceptions applies:

1. The load-serving entity is experiencing an emergency,

2. The load-serving entity needs to make a short-term acquisition to maintain system reliability;

3. The load-serving entity needs to acquire other components of energy procurement, such as fuel, fuel transportation, and transmis-
sion projects;

4, The load-serving entity’s planning horizon is two years or less;

5. The transaction presents the load-serving entity a genuine, unanticipated opportunity to acquire a power supply resource at a clear
and significant discount, compared to the cost of acquiring new generating facilities, and will provide unique value to the
load-serving entity's customers;

6. The transaction is necessary for the load-serving entity to satisfy an obligation under the Renewable Energy Standard rules; or

7. The transaction is necessary for the load-serving entity’s demand-side management or demand response programs,

D. A load-serving entity shall engage an independent monitor to oversee all RFP processes for procurement of new resources.
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R14-2-7010. Independent Monitor Selection and Responsibilities

A. When a load-serving entity contemplates engaging in an RFP process, the load-serving entity shall consult with Staff regarding the
identity of companies or consultants that could serve as independent monitor for the RFP process.

B. After consulting with Staff, a load-serving entity shall create a vendor list of three to five candidates to serve as independent monitor and
shall file the vendor list with Docket Control to allow interested persons time to review and file objections to the vendor list.

C. Aninterested person shall file with Docket Control, within 30 days after a vendor list is filed with Docket Control, any objection that the
interested person may have to a candidate’s inclusion on a vendor list.

D. Within 60 days after a vendor list is filed with Docket Control, Staff shall issue a notice identifying each candidate on the vendor list that
Staff has determined to be qualified to serve as independent monitor for the contemplated RFP process. In making its determination,
Staff shall consider the experience of the candidates, the professional reputation of the candidates, and any objections filed by interested
persons.

E. A load-serving entity that has completed the actions required by subsections (A) and (B) to comply with a particular Commission
Decision is deemed to have complied with subsections (A) and (B) and is not required to repeat those actions.

F. A load-serving entity may retain as independent monitor for the contemplated RFP process and for its future RFP processes any of the
candidates identified in Staff’s notice.

G. A load-serving entity shall file with Docket Control a written notice of its retention of an independent monitor.



H. A load-serving entity is responsible for paying the independent monitor for its services and may charge a reasonable bidder’s fee to each
bidder in the RFP process to help offset the cost of the independent monitor’s services. A load-serving entity may request recovery of the
cost of the independent monitor’s services, to the extent that the cost is not offset by bidder’s fees, in a subsequent rate case. The
Commission shall use its discretion in determining whether to allow the cost to be recovered through customer rates.

I.  One week prior to the deadline for submitting bids, a load-serving entity shall provide the independent monitor a copy of any bid pro-
posal prepared by the load-serving entity or entity affiliated with the load-serving entity and of any benchmark or reference cost the
load-serving entity has developed for use in evaluating bids. The independent monitor shall take steps to secure the load-serving entity’s
bid proposal and any benchmark or reference cost so that they are inaccessible to any bidder, the load-serving entity, and any entity
affiliated with the load-serving entity.

J.  The independent monitor and load-serving entity must provide an opportunity for public review of a summary of each project proposal
and for public comment on proposed bid ranking.

K. Upon Staff’s request, the independent monitor shall provide status reports to Staff throughout the RFP process.
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R14-2-1801. Definitions

2.

3.

“Affected Utility” means a public service corporation serving retail electric load in Arizona, but excluding any Utility

Distribution Company with more than half of its customers located outside of Arizona.

“Annual Renewable Energy Requirement™ means the portion of an Affected Utility’s annual retail electricity sales that must

come from Eligible Renewable Energy Resources.

“Arizona Dedicated Generation” means the energy produced from Dedicated Generation, adjusted as follows:

a. If that generation produces more energy in a year than the Affected Utility’s Arizona load, then Arizona Dedicated
Generation is the sum of all renewable energy from Dedicated Generation, plus the energy from the remaining Dedicated
Generation proportionately reduced by multiplying the energy produced from each generator times the ratio of 1) the
Arizona load reduced by the energy produced by the renewable energy Dedicated Generation, to 2) the total megawatt-
hours produced from the remaining (non-renewable) Dedicated Generation,

b. If that generation produces less energy in a year than the Affected Utility's Arizona Load, power purchases by the
Affected Utility that are not Dedicated Generation, but are needed to meet the Affected Utility’s Arizona Load during
the applicable calendar year, shall be considered Dedicated Generation with an emission rate equal to the Unspecified
Power Rate.

“Arizona Load” means the megawatt-hours of electricity during a year that an Affected Utility sells to its Arizona retail

customers, plus line losses, minus load that has Renewable Energy Resources dedicated to serve a particular customer,

provided that the particular customer retains the Renewable Energy Credits or the Renewable Energy Credits are retired on
their behalf by the Affected Utility as a part of a voluntary program, product, or sales, and are not used for compliance with
any law or regulation in any jurisdiction.

“Base period emissions” means the average annual metric tons of carbon-dioxide that the Affected Utility emitted into the

atmosphere from its Arizona Dedicated Generation during a consecutive three-calendar-year period of 2016 to 2018.

“Clean Energy Credit,” or “CEC" means an instrument, in a physical or electronic format approved by the Commission that

represents, for every gigawatt-hour produced by Arizona Dedicated Generation in a year, each metric ton of carbon-dioxide

emissions less than one thousand. For any electric generating facility that is awarded Renewable Energy Credits associated
with its electricity production, emissions of less than one-thousand metric tons per gigawatt-hour will only be recognized in
the base period emissions determination, and in the award of Clean Energy Credits during a compliance period, if the

Renewable Energy Credit associated with that production has been or will be retired by the Affected Utility, and has not and

will not be retired for voluntary renewable energy sales or programs. The emission rate for energy from Renewable Energy

Resources without Renewable Energy Credits that meet this requirement shall equal the applicable Unspecified Power

Emission Rate.
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“Clean Energy Resource” means an energy resource that operates with zero net Emissions,

“Commission” means the Arizona Corporation Commission.

“Community Distributed Generation” means a renewable generation facility that is located in the service territory of an
Affected Utility where the beneficial use of the electricity generated by the facility is attributed to the subscribers, There shall
be at least ten subscribers and the facility shall have a capacity of no more than 10 MW. The owner of the community
distributed generation facility may be the Affected Utility or any other for-profit or non-profit entity or organization, including
a subscriber organization that contracts to sell the output from the community distributed generation facility to the Affected
Utility.

“Conventional Energy Resource™ means an energy resource that is non-renewable in nature, such as natural gas, coal, oil, and
uranium, or electricity that is produced with energy resources that are not Renewable Energy Resources.

“Customer Self-Directed Renewable Energy Option” means a Commission-approved program under which an Eligible
Customer may self-direct the use of its allocation of funds collected pursuant to an Affected Utility's TarifT.

“Dedicated Generation” means electric energy production capacity that is assigned to the Affected Utility for Arizona
ratemaking purposes, and that is either owned by the Affected Utility or a corporate affiliate, or committed to the Affected
Utility or a corporate affiliate pursuant to an agreement of five years or longer that specifies the particular generation resource
from which the energy comes, less any such capacity sold by the Affected Utility pursuant to an agreement of five years or
longer that specifies the particular generation resource from which the energy comes, and less any renewable energy capacity
committed to a particular customer or a voluntary renewable energy purchase program.

“Distributed Generation” means electric generation sited at a customer premises, providing electric energy to the customer
load on that site or providing wholesale capacity and energy to the local Utility Distribution Company for use by multiple
customers in contiguous distribution substation service areas, The generator size and transmission needs shall be such that the
plant or associated transmission lines do not require a Certificate of Environmental Compatibility from the Corporation
Commission,

“Distributed Renewable Energy Requirement” means a portion of the retail kilowatt-hours sold by an Affected that must be
met with production derived from resources that qualify as Distributed Renewable Energy Resources pursuant to R14-2-
1803(B).

“Distributed Solar Electric Generator” means electric generation sited at a customer premises, providing electric energy from
solar electric resources to the customer load on that site or providing wholesale capacity and energy to the local Utility
Distribution Company for use by multiple customers in contiguous distribution substation service areas. The generator size
and transmission needs shall be such that the plant or associated transmission lines do not require a Certificate of
Environmental Compatibility from the Corporation Commission.

“Eligible Customer” means an entity that pays Tariff funds of at least $25,000 annually for any number of related accounts or
services within an Affected Utility’s service area.

“Emissions” means carbon-dioxide (CO2) emitted into the atmosphere.

“Gigawatt-hour” means one thousand megawatt-hours or one million kilowatt-hours,

“Green Pricing” means a rate option in which a customer elects to pay a tariffed rate premium for electricity derived from
Eligible Renewable Energy Resources,

“Market Cost of Comparable Conventional Generation” means the Affected Utility's energy and capacity cost of producing
or procuring the incremental electricity that would be avoided by the resources used to meet the Annual Renewable Energy
Requirement, taking into account hourly, seasonal, and long-term supply and demand circumstances. Avoided costs include
any avoided transmission and distribution costs and any avoided environmental compliance costs.

“Net Billing” means a system of billing a customer who installs an Eligible Renewable Energy Resource generator on the
customer’s premises for retail electricity purchased at retail rates while crediting the customer’s bill for any customer-
generated electricity sold to the Affected Utility at avoided cost.

“Net Metering” means a system of metering electricity by which the Affected Utility credits the customer at the full retail rate
for each kilowatt-hour of electricity produced by an Eligible Renewable Energy Resource system installed on the customer-
generator’s side of the electric meter, up to the total amount of electricity used by that customer during an annualized period,
and which compensates the customer-generator at the end of the annualized period for any excess credits at a rate equal to the
Affected Utility’s avoided cost of wholesale power. The Affected Utility does not charge the customer-generator any
additional fees or charges or impose any equipment or other requirements unless the same is imposed on customers in the
same rate class that the customer-generator would qualify for if the customer-generator did not have generation equipment.
“Renewable Energy Credit” means the unit created to track kWh derived from an Eligible Renewable Energy Resource or
kWh equivalent of Conventional Energy Resources displaced by Distributed Renewable Energy Resources,

“Renewable Energy Resource” means an energy resource that is replaced rapidly by a natural, ongoing process and that is not
nuclear or fossil fuel.

“Tariff” means a Commission-approved rate designed to recover an Affected Utility’s reasonable and prudent costs of
complying with these rules.

“Unspecified Power Emission Rate” means the metric tons of CO2 per megawatt-hour identified in the Environmental
Protection Agency's eGRID reports for the North American Electric Reliability Council (NERC) sub-region from which the
power was procured. For calculating base period emissions, 2016 shall be used for 2016 through 2018. For compliance periods,
the most recent eGRID reports shall be used. In 2016 the eGRID AZNM sub-region rate was 0.474 mT/MWh, the eGRID
NWPP sub-region rate was 0.295 mT/MWh, and the eGRID CAMX sub-region rate was 0.240 mT/MWh,



27. *“Utility Distribution Company" means a public service corporation that operates, constructs, or maintains a distribution system
for the delivery of power to retail customers.

28. “Wholesale Distributed Generation Component” means non-utility owners of Eligible Renewable Energy Resources that are
located within the distribution system and that do not require & transmission line over 69 kv to deliver power at wholesale to
an Affected Utility to meet its Annual Renewable Energy Requirements.

R14-2-1802. Clean Energy Requirement
A. Clean Energy Standard

An Affected Utility shall emit no more than its base period emissions in 2020, shall emit no more that ninety-six percent
of its base period emissions in 2021, and shall continue to reduce its base period emissions by an additional four percent
each year thereafter until January 1, 2045. For calendar year 2045 and thereafier emissions shall remain fixed at zero.
Each Affected Utility shall demonstrate compliance with the limitations of subsection (1) by the certified retirement of
Clean Energy Credits (CECs). An Affected Utility shall first present and retire CECs on or before July 1, 2023 for
compliance in the 2020 through 2022 periods, and shall retire CECs every three years thereafter for compliance during
that intervening three calendar year period. The Commission will certify the retirement of CECs and otherwise assure
compliance with this rule. If an Affected Utility retires an insufficient number of credits at the end of a compliance
period, it shall satisfy that deficiency by retiring 125 percent of the deficiency on or before July 1 of the year following
the end of the next three-year compliance period. An Affected Utility may not exercise this deficiency provision in any
two consecutive compliance periods.
To demonstrate compliance, an Affected Utility shall retire one CEC per year for each megawatt-hour of its Arizona
Load in that year, less the number of metric tons of its base period emissions reduced by the percentage required in that
year under subsection 1. Specifically, at the end of each compliance period, the Affected Utility will retire the cumulative
CECs required for each year of that period. In each year, the CEC retirement obligation equals the amount expressed by
the following equation;
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y = year (2020, 2021...)

Ly = utility Arizona load (MWh) plus line losses in y, multiplied by 1.0 metric ton per MWh

Eb = base period emissions

Ry = the reduction required in y (e.g. 0.00 in 2020, 0.04 in 2021, 0.08 in 2022...)

B. Clean Energy Credits

The Commission will provide an Affected Utility one CEC each calendar year commencing in 2020 for each metric ton
less than one thousand metric tons that it emits from its Arizona Dedicated Generation, for every gigawatt-hour produced
by that generation in that year, The Commission will make this award by June | of the following year.

CECs may be sold, traded or otherwise transferred to any person, do not expire, and may be used at any time unless and
until they are retired for compliance with this rule or another rule requiring carbon-dioxide reductions in another
jurisdiction. Upon application by an Affected Utility, the Commission may allow credits, allowances, or other
instruments from another jurisdiction or economic sector that has a program to require comparable and systematic
reduction of carbon-dioxide emissions over time, and that accepts CECs into its program, to be used for compliance in
Arizona.

C. Compliance Procedures

On or before July 1, 2020, each Affected Utility shall file with the Commission a verified statement of its base period
emissions. That statement shall include work-papers, supporting evidence, and documentation. The statement shall also
either include Arizona Department of Environmental Quality verification that the CO: emissions identified by the
Affected Utility are correct and consistent with those reported to the Environmental Protection Agency’s Greenhouse
Gas Reporting program, per CFR Part 98, or an explanation of why that certification could not be obtained. This filing
shall be served on all parties to the Affected Utility’s last rate case, and notice of the filing shall be published in a
newspaper or newspapers of general circulation in the Affected Utility's service area. If no protest to the statement is
filed with the Commission within thirty (30) days of notice of the statement, it shall be deemed approved. If a protest is
filed, the Commission will establish a procedure to determine by December 1, 2020 the appropriate base period emissions
for the Affected Utility. Once established, the determination of base period emissions shall not be changed.
On or before April 1st of each calendar year commencing in 2021, each Affected Utility shall file with the Commission
a verified statement of its entitlement to CECs for the prior calendar year, along with work-papers and other
documentation supporting that statement. The statement shall also either include Arizona Department of Environmental
Quality verification that the CO: emissions reported by the Affected Utility are correct and consistent with those reported
to the Environmental Protection Agency’s Greenhouse Gas Reporting program, per CFR Part 98, or an explanation of
why that certification could not be obtained. This filing shall be served on all parties to the Affected Utility’s last rate
case, and notice of the filing shall be published in a newspaper or newspapers of general circulation in the Affected
Utility's service area, The Affected Utility may develop an Excel-based credit tracking and information system to assist
in fulfilling this requirement. This filing shall include:

a. Information to establish the Affected Utility's entitlement to CECs based on the production and emissions from

the Affected Utility’s Arizona Dedicated Generation;
b. aproposed format for the issuance of credits; and



¢, an accounting and reconciliation of all credits that the Affected Utility has been awarded, has transferred, has
banked, and has retired for compliance.
If no protest to the statement is filed with the Commission within thirty (30) days of notice of the filing, the Commission
may immediately award the requested number of credits in the format proposed by the Affected Utility or another format
determined by the Commission. If a protest is filed, or if the Commission determines that further inquiry is appropriate,
it will establish a procedure to determine and award by September | of that same year the correct number of CECs,

D. Clean Energy Standard Advisory Committee
An advisory committee of no more than seven (7) members is established, to be chaired by a designee of the Commission,
and to include a representative from an investor-owned utility, a rural electric cooperative, a consumer advocate, and an
environmental advocate, The Advisory Committee will provide guidance for the implementation of the rule and will consider
at least the following issues during its pendency:

a.  Potential refinements or improvements to the rule;

b.  Outreach opportunities to share experience with the rule with policymakers and others:

c. Refinements to the CEC amounts awarded for electric vehicles as their use expands and vehicle and generation
technology advances;

d. Exchangeability of CECs with allowances, credits, or other similar instruments from other carbon-dioxide or
greenhouse gas reduction programs; and

e.  Capacity of the rule to satisfy and comply with existing or future requirements of law.

The Advisory Committee shall report to the Commission no less frequently than every three years, and shall issue a final
report and disband on January 1, 2030,

R14-2-1803. Eligible Renewable Energy Resources
A. “Eligible Renewable Energy Resources” are applications of the following defined technologies that displace Conventional
Energy Resources that would otherwise be used to provide electricity to an Affected Utility’s Arizona customers:

1.
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“Biogas Electricity Generator” is a generator that produces electricity from gases that are derived from plant-derived
organic matter, agricultural food and feed matter, wood wastes, aquatic plants, animal wastes, vegetative wastes, or
wastewater treatment facilities using anaerobic digestion.
“Biomass Electricity Generator” is an electricity generator that uses any raw or processed plant-derived organic matter
available on a sustainable and renewable basis and that has zero net life-cycle emissions, including: dedicated energy
crops and trees; agricultural food and feed crops; agricultural crop wastes and residues; wood wastes and residues,
including landscape waste, right-of-way tree trimmings, or small diameter forest thinnings that are 6” in diameter or less;
dead and downed forest products; aquatic plants; animal wastes; other vegetative waste materials; non-hazardous plant
matter waste material that is segregated from other waste; forest-related resources, such as harvesting and mill residue,
pre-commercial thinnings, slash, and brush; miscellaneous waste, such as waste pellets, crates, and dunnage; and recycled
paper fibers that are no longer suitable for recycled paper production, but not including painted, treated, or pressurized
wood, wood contaminated with plastics or metals, tires, or recyclable post-consumer waste paper,

“Distributed Renewable Energy Resources” as defined in subsection (B).

“Eligible Hydropower Facilities” are hydropower generators that were in existence prior to 1997 and that satisfy one of

the following two criteria:

a. New Increased Capacity of Existing Hydropower Facilities: A hydropower facility that increases capacity due to
improved technological or operational efficiencies or operational improvements resulting from improved or
modified turbine design, improved or modified wicket gate assembly design, improved hydrological flow
conditions, improved generator windings, improved electrical excitation systems, increases in transformation
capacity, and improved system control and operating limit modifications. The electricity kWh that are eligible to
meet the Annual Renewable Energy Requirements shall be limited to the new, incremental kWh output resulting
from the capacity increase that is delivered to Arizona customers to meet the Annual Renewable Energy
Requirement.

b. Generation from pre-1997 hydropower facilities that is used to firm or regulate the output of other eligible,
intermittent renewable resources. The electricity kWh that are eligible to meet the Annual Renewable Energy
Requirements shall be limited to the kWh actually generated to firm or regulate the output of eligible intermittent
Renewable Energy Resources and that are delivered to Arizona customers to meet the Annual Renewable Energy
Requirements.

“Fuel Cells that Use Only Renewable Fuels” are fuel cell electricity generators that operate on renewable fuels, such as

hydrogen created from water by Eligible Renewable Energy Resources. Hydrogen created from non-Renewable Energy

Resources, such as natural gas or petroleum products, is not a renewable fuel.

“Geothermal Generator” is an electricity generator that uses heat from within the earth’s surface to produce electricity.

“Hybrid Wind and Solar Electric Generator” is a system in which a Wind Generator and a solar electric generator are

combined to pravide electricity.

“Landfill Gas Generator” is an electricity generator that uses methane gas obtained from landfills to produce electricity,

“New Hydropower Generator of 10 MW or Less"” is a generator, installed after January 1, 2006, that produces 10 MW

or less and is either:

a. A low-head, micro hydro run-of-the-river system that does not require any new damming of the flow of the stream;
or



b. An existing dam that adds power generation equipment without requiring a new dam, diversion structures, or a
change in water flow that will adversely impact fish, wildlife, or water quality; or
c.  Generation using canals or other irrigation systems.

10. “Solar Electricity Resources™ use sunlight to produce electricity by either photovoltaic devices or solar thermal electric
resources.

11, “Wind Generator” is a mechanical device that is driven by wind to produce electricity.

“Distributed Renewable Energy Resources™ are Community Distributed Generation as defined in section R14-2-1801(9) or

applications of the following defined technologies that are located at a customer's premises and that displace Conventional

Energy Resources that would otherwise be used to provide electricity to Arizona customers:

1. *Biogas Electricity Generator,” “Biomass Electricity Generator,” “Geothermal Generator,” “Fuel Cells that Use Only
Renewable Fuels,” “New Hydropower Generator of 10 MW or Less,” or “Solar Electricity Resources,” as each of those
terms is defined in subsections (A)(1), (A)(2), (A)(5), (A)6), (A)9), and (A)(10).

2. “Biomass Thermal Systems™ and “Biogas Thermal Systems” are systems which use fuels as defined in subsections (A)(1)

and (A)(2) to produce thermal energy and that comply with Environmental Protection Agency Certification Programs or

are permitted by state, county, or local air quality authorities. For purposes of'this definition “Biomass Thermal Systems”
and “Biogas Thermal Systems” do not include biomass and wood stoves, furnaces, and fireplaces.

“Commercial Solar Pool Heaters” are devices that use solar energy to heat commercial or municipal swimming pools.

“Geothermal Space Heating and Process Heating Systems” are systems that use heat from within the earth's surface for

space heating or for process heating.

5. “Renewable Combined Heat and Power System" is a Distributed Generation system, fueled by an Eligible Renewable
Energy Resource, that produces both electricity and useful renewable process heat. Both the electricity and renewable
process heat may be used to meet the Distributed Renewable Energy Requirement.

6. “Solar Daylighting” is the non-residential application of a device specifically designed to capture and redirect the visible
portion of the solar beam, while controlling the infrared portion, for use in illuminating interior building spaces in lieu of
artificial lighting.

7. "Solar Heating, Ventilation, and Air Conditioning” (*HVAC") is the combination of Solar Space Cooling and Solar
Space Heating as part of one system,

8. “Solar Industrial Process Heating and Cooling” is the use of solar thermal energy for industrial or commercial
manufacturing or processing applications,

9. “Solar Space Cooling” is a technology that uses solar thermal energy absent the generation of electricity to drive a
refrigeration machine that provides for space cooling in a building.

10. “Solar Space Heating” is a method whereby a mechanical system is used to collect solar energy to provide space heating
for buildings.

1. “Solar Water Heater” is a device that uses solar energy rather than electricity or fossil fuel to heat water for residential,
commercial, or industrial purposes.

12. “Wind Generator of 1 MW or Less” is a mechanical device, with an output of 1 MW or less, that is driven by wind to
produce electricity.

Except as provided in subsection (A)(4), Eligible Renewable Energy Resources shall not include facilities installed before

January 1, 1997,

The Commission may adopt pilot programs in which additional technologies are established as Eligible Renewable Energy

Resources or Distributed Renewable Energy Resources. Any such additional technologies shall be Renewable Energy

Resources that produce electricity, replace electricity generated by Conventional Energy Resources, or replace the use of fossil

fuels with Renewable Energy Resources. Energy storage technology that facilitates the integration of Renewable Energy

Resources shall be eligible for these pilot programs. Energy conservation products, energy management products, energy

efficiency products, or products that use non-renewable fuels shall not be eligible for these pilot programs.

oo

R14-2-1804. Renewable Energy Credits

A.
B'

C.

One Renewable Energy Credit shall be created for each kWh derived from an Eligible Renewable Energy Resource.

For Distributed Renewable Energy Resources, one Renewable Energy Credit shall be created for each 3,415 British Thermal
Units of heat produced by a Solar Water Heating System, a Solar Industrial Process Heating and Cooling System, Solar Space
Cooling System, Biomass Thermal System, Biogas Thermal System, or a Solar Space Heating System.

An Affected Utility may transfer Renewable Energy Credits to another party and may acquire Renewable Energy Credits from
another party. A Renewable Energy Credit is owned by the owner of the Eligible Renewable Energy Resource from which it
was derived unless specifically transferred.

All transfers of Renewable Energy Credits shall be appropriately documented to demonstrate that the energy associated with
the Renewable Energy Credits meets the provisions of R14-2-1803.

Any contract by an Affected Utility for purchase or sale of energy or Renewable Energy Credits to meet the requirements of
this Rule shall explicitly describe the transfer of rights concerning both energy and Renewable Energy Credits.

Except in the case of Distributed Renewable Energy Resources, Affected Utilities must demonstrate the delivery of energy
from Eligible Renewable Energy Resources to their retail consumers such as by providing proof that the necessary
transmission rights were reserved and utilized to deliver energy from Eligible Renewable Energy Resources to the Affected
Utility's system, if transmission is required, or that the appropriate control area operators scheduled the energy from Eligible
Renewable Energy Resources for delivery to the Affected Utility’s system.



R14-2-1805. Annusl Renewable Energy Requirement

A.

In order to ensure reliable electric service at reasonable rates, each Affected Utility shall be required to satisfy an Annual
Renewable Energy Requirement by obtaining Renewable Energy Credits from Eligible Renewable Energy Resources.

B. An Affected Utility’s Annual Renewable Energy Requirement shall be calculated each calendar year by applying the following
applicable annual percentage to the retail kWh sold by the Affected Utility during that calendar year:
2006 1.25%
2007 1.50%
2008 1.75%
2009 2.00%
2010 2.50%
2011 3.00%
2012 3.50%
2013 4.00%
2014 4.50%
2015 5.00%
2016 6.00%
2017 7.00%
2018 8.00%
2019 9.00%
2020 12,00%
2021 14.00%
2022 16.00%
2023 20.00%
2024 24.00%
2025 28.00%
2025 28.00%
2026 32.00%
2027 36.00%
2028 40.00%
2029 45.00%
2030 and 50.00%
after
The annual increase in the annual percentage for each Affected Utility will be pro rated for the first year based on when the
Affected Utility's funding mechanism is approved,

C. An Affected Utility may use Renewable Energy Credits acquired in any year to meel its Annual Renewable Energy
Requirement.

D. Once a Renewable Energy Credit is used by any Affected Utility to satisfy these requirements, the credit is retired and cannot
be subsequently used to satisfy these rules or any other regulatory requirement.

E. Ifan Affected Utility trades or sells environmental pollution reduction credits or any other environmental attributes associated
with kWh produced by an Eligible Renewable Energy Resource, the Affected Utility may not apply Renewable Energy Credits
derived from that same kWh to satisfy the requirements of these rules.

F. An Affected Utility may ask the Commission to preapprove agreements to purchase energy or Renewable Energy Credits
from Eligible Renewable Energy Resources.

R14-2-1806. Distributed Renewable Energy Requirement

A. In order to improve system reliability, each Affected Utility shall be required to satisfy a Distributed Renewable Energy
Requirement by measuring production from Distributed Renewable Energy Resources.

B. An Affected Utility's Distributed Renewable Energy Requirement shall be calculated each calendar year by applying the

following applicable annual percentage to the retail kWhs sold by the Affected Utility during that calendar year, with the
addition of measured production from Distributed Renewable Energy Resources that is produced and consumed behind the
meter:

2020 4.0%

2021 4.6%

2022 52%



D.

E.

2023 5.8%

2024 6.4%
2025 7.0%
2026 7.6%
2027 8.2%
2028 8.8%
2029 9.4%
2030 10.0%

C. Production from Distributed Renewable Energy Resources will be measured for compliance with this requirement based
on dedicated production meters installed by the Affected Utility at the customer’s premise.

Distributed Renewable Energy Resources that are not Community Distributed Generation must have a nameplate capacity of
50kW-DC or less to be counted toward compliance with the Distributed Renewable Energy Requirement,

An Affected Utility may satisfy no more than 10 percent of its annual Distributed Renewable Energy Requirement from
Community Distributed Generation owned by the Affected Utility.

R14-2-1807. Tarifl

A.

R1
Al

C.

Within 60 days of the effective date of these rules, each Affected Utility shall file with the Commission a Tariff in substantially
the same form as the Sample Tariff set forth in these rules that proposes methods for recovering the reasonable and prudent
costs of complying with these rules. The specific amounts in the Sample Tariff are for illustrative purposes only and Affected
Utilities may submit, with proper support, Tariff filings with alternative surcharge amounts.

The Affected Utility's Tariff filing shall provide the following information:

I, Financial information and supporting data sufficient to allow the Commission to determine the Affected Utility’s fair
value for purposes of evaluating the Affected Utility's proposed Tariff, Information submitted in the format of the Annual
Report required under R14-2-212(G)(4) will be the minimum information necessary for filing a Tariff application but
Commission Staff may request additional information depending upon the type of Tariff filing that is submitted;

2. A discussion of the suitability of the Sample Tariff set forth in Appendix A for recovering the Affected Utility’s
reasonable and prudent costs of complying with these rules;

3. Data to support the level of costs that the Affected Utility contends will be incurred in order to comply with these rules;

4. Data to demonstrate that the Affected Utility’s proposed Tariff is designed to recover only the costs in excess of the
Market Cost of Comparable Conventional Generation; and

5. Any other information that the Commission believes will be relevant to the Commission’s consideration of the Tariff
filing,

The Commission will approve, modify, or deny a Tariff proposed pursuant to subsection (A) within 180 days after the Tariff

has been filed. The Commission may suspend this deadline or adopt an alternative procedural schedule for good cause. The

Affected Utility's Annual Renewable Energy Requirement, as set forth in R14-2-1805(B), and Distributed Renewable Energy

Requirement, as set forth in R14-2-1806(B), will be effective upon Commission approval of the Tariff filed pursuant to this

Section.

If an Affected Utility has an adjustor mechanism for the recovery of costs related to Annual Renewable Energy Requirements,

the Affected Utility may file a request to reset its adjustor mechanism in lieu of a Tariff pursuant to subsection (A). The

Affected Utility’s filing shall provide all the information required by subsection (B), except that it may omit information

specifically related to the fair value determination. The Affected Utility’s Annual Renewable Energy Requirement, as set forth

in R14-2-1805(B), and Distributed Renewable Energy Requirement, as set forth in R14-2-1806(B), will be effective upon

Commission approval of the adjustor mechanism rate filed pursuant to this Section.

An Affected Utility may file a rate case pursuant to R14-2-103 in lieu of a Tariff pursuant to subsection (A). The Affected

Utility's filing shall provide all information required by subsection (B).

For Eligible Renewable Energy Resources acquired by an Affected Utility after January 1, 2020, the Affected Utility shall

recover the costs of those Eligible Renewable Energy Resources by the same method as the Affected Utility recovers its costs

for Conventional Energy Resources,

4-2-1808. Customer Self-Directed Renewable Energy Option

By January 1, 2007, each Affected Utility shall file with Docket Control a Tariff by which an Eligible Customer may apply to
an Affected Utility to receive funds to install distributed Renewable Energy Resources. The funds annually received by an
Eligible Customer pursuant to this Tariff may not exceed the amount annually paid by the Eligible Customer pursuant to the
Affected Utility’s Tariff.

An Eligible Customer seeking to participate in this program shall submit to the Affected Utility a written application that
describes the Renewable Energy Resources that it proposes to install and the projected cost of the project. An Eligible
Customer shall provide at least half of the funding necessary to complete the project described in its application.

All Renewable Energy Credits derived from the project shall belong to the Affected Ultility.

R14-2-1809. Uniform Credit Purchase Program

A.

The Director of the Utilities Division shall establish a Uniform Credit Purchase Program working group, which will study
issues related to implementing Distributed Renewable Energy Resources. The working group shall address the consumer
participation process, budgets, incentive levels, eligible technologies, system requirements, installation requirements, and any



other issues that are relevant to encouraging the implementation of Distributed Renewable Energy Resources. No later than
March 1, 2007, the Director of the Utilities Division shall file a staff report with recommendations for Uniform Credit Purchase
Programs.

B. No later than July 1, 2007, each Affected Utility shall file a Uniform Credit Purchase Program for Commission review and
approval.

R14-2-1810. Net Metering and Interconnection Standards

The Commission Staff shall host a series of workshops addressing the issues of rate design including Net Metering and
interconnection standards. Upon completion of this task, and the adoption of rules or standards, if appropriate, each Affected Utility
shall file conforming Net Metering tariffs and interconnection standards in Docket Control,

R14-2-1811. Renewable Energy Standard Compliance Reports
A. Beginning April 1, 2007, and every April Ist thereafter, each Affected Utility shall file with Docket Control a report that
describes its compliance with the requirements of these rules for the previous calendar year and provides other relevant
information. The Affected Utility shall also transmit to the Director of the Utilities Division an electronic copy of this report
that is suitable for posting on the Commission’s web site.
B. The compliance report shall include the following information:
1. The actual kWh of energy produced within its service territory and the actual kWh of energy or equivalent obtained from
Eligible Renewable Energy Resources, differentiating between kWhs for which the Affected Utility owns the Renewable
Energy Credits and kWhs produced in the Affected Utility’s service territory for which the Affected Utility does not own
the Renewable Energy Credits;

2. The actual kWh of energy obtained from Distributed Renewable Energy Resources;

3. The kWh of energy or equivalent obtained from Eligible Renewable Energy Resources normalized to reflect a full year's
production;

4. The kWh of energy obtained from Distributed Renewable Energy Resources normalized to reflect a full year's
production;

5. The kW of generation capacity, disaggregated by technology type;

6. Cost information regarding cents per actual kWh of energy obtained from Eligible Renewable Energy Resources and
cents per kW of generation capacity, disaggregated by technology type;

7. A breakdown of the Renewable Energy Credits used to satisfy the Annual Renewable Energy Requirement and
appropriate documentation of the Affected Utility’s receipt of those Renewable Energy Credits;

8. A description of the Affected Utility’s procedures for choosing Eligible Renewable Energy Resources and a certification
from an independent auditor that those procedures are fair and unbiased and have been appropriately applied;

9.  Adiscussion of the type and scale of Eligible Renewable Resources proposed in or near communities, including but not
limited to tribal communities, impacted by the Affected Utility's closure of a Conventional Energy Resource and reasons
why those Renewable Energy Resources were chosen or rejected; and

10. Whether the costs of the Affected Utility’s Eligible Renewable Energy Resources will be recovered through the
renewable energy tariff or through a rate case.

C. The Commission may consider all available information and may hold a hearing to determine whether an Affected Utility's
compliance report satisfied the requirements of these rules.

R14-2-1812. Renewable Energy Standard Implementation Plans
A. Beginning July 1, 2007, and every July Ist thereafter, each Affected Utility shall file with Docket Control for Commission
review and approval a plan that describes how it intends to comply with these rules for the next calendar year. The Affected

Utility shall also transmit an electronic copy of this plan that is suitable for posting on the Commission’s web site to the

Director of the Utilities Division.

B. The implementation plan shall include the following information:

1. A description of the Eligible Renewable Energy Resources, identified by technology, proposed to be added by year for
the next five years and a description of the kW and kWh to be obtained from each of those resources;

2. The estimated cost of each Eligible Renewable Energy Resource proposed to be added, including cost per kWh and total
cost per year,

3. A description of the method by which each Eligible Renewable Energy Resource is to be obtained, such as self-build,
customer installation, or request for proposals;

4. A description of the economic development opportunities for each Eligible Renewable Energy Resource proposed to be
added in or near communities, including but not limited to tribal communities, impacted by the Affected Utility's closure
of a Conventional Energy Resource;

5. A description of programs considered or proposed for incentivizing deployment of Distributed Renewable Energy
Resources;

6. A proposal that evaluates whether the Affected Utility's existing rates allow for the ongoing recovery of the reasonable
and prudent costs of complying with these rules, including a Tariff application that meets the requirements of R14-2-
1807 and addresses the Sample Tariff set forth in Appendix A if necessary; and



C.

7. A line item budget that allocates specific funding for Distributed Renewable Energy Resources, for the Customer Self-
Directed Renewable Energy Option, for power purchase agreements, for utility-owned systems, and for each Eligible
Renewable Energy Resource described in the Affected Utility’s implementation plan.

The Commission may hold a hearing to determine whether an Affected Utility’s implementation plan satisfies the requirements

of these rules,

R14-2-1813. Electric Power Cooperatives

A.

Within 60 days of the effective date of these rules, every electric cooperative that is an Affected Utility shall file with Docket
Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for the next
calendar year and a Tariff that proposes methods for recovering the reasonable and prudent costs of complying with its
proposed plan and addresses the Sample Tariff set forth in Appendix A. The cooperative shall also transmit electronic copies
of these filings that are suitable for posting on the Commission’s web site to the Director of the Utilities Division. Upon
Commission approval of this plan, its provisions shall substitute for the requirements of R14-2-1805 and R14-2-1806 for the
electric power cooperative proposing the plan.

Beginning July 1, 2007, and every July Ist thereafter, every electric cooperative that is an Affected Utility shall file with
Docket Control an appropriate plan for acquiring Renewable Energy Credits from Eligible Renewable Energy Resources for
the next calendar year. The cooperative shall also transmit an electronic copy of this plan that is suitable for posting on the
Commission’s web site to the Director of the Utilities Division.

R14-2-1814. Enforcement and Penalties

A,
B.

If an Affected Utility fails to meet the annual requirements set forth in R14-2-1805 and R14-2-1806, it shall include with its

annual compliance report a notice of noncompliance.

The notice of noncompliance shall provide the following information:

1. A computation of the difference between the Renewable Energy Credits required by R14-2-1805 and the kWh required
by R14-2-1806 and the amount actually obtained,

2. A plan describing how the Affected Utility intends to meet the shortfall from the previous calendar year in the current
calendar year, and

3. An estimate of the costs of meeting the shortfall,

If the Commission finds after affording an Affected Utility notice and an opportunity to be heard that the Affected Utility has

failed to comply with its implementation plan approved by the Commission as set forth in R14-2-1812, the Commission may

find that the Affected Utility shall not recover the costs of meeting the shortfall described in R14-2-1814(B) in rates.

If the Commission finds after affording an Affected Utility notice and opportunity to be heard that the Affected Utility has

failed to retire a sufficient number of Clean Energy Credits at the end of a compliance period, the Commission may find that

the Affected Utility shall not recover the costs of meeting the shortfall in rates.

Nothing herein is intended to limit the actions the Commission may take or the penalties the Commission may impose pursuant

to Arizona Revised Statutes, Chapter 2, Article 9. An Affected Utility is entitled to notice and an opportunity to be heard prior

to Commission action or imposition of penalties.

R14-2-1815. Waiver from the Provisions of this Article

A.
B.
C.

D.

The Commission may waive compliance with any provision of this Article for good cause.

Any Affected Utility may petition the Commission to waive its compliance with any provision of this Article for good cause.
A petition for a waiver from these rules shall, at a minimum:

I.  State the reason(s) for the waiver request;

2. Identify each section of this rule for which a waiver is requested;

3. Describe the effect the waiver will have on compliance with this rule;

4. Describe how the waiver will not compromise, or will further, the rule’s purposes; and

5. Describe why the waiver would be a reasonable alternative to the rule's requirements,

A petition filed pursuant to these rules shall have priority over other matters filed at the Commission.
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R14-2-2401. Definitions
In this Article, unless otherwise specified:

I

“Adjustment mechanism” means a Commission approved provision in an affected utility’s rate schedule allowing the
affected utility to increase and decrease a certain rate or rates, in an established manner, when increases or decreases in
specific costs are incurred by the affected utility.

“Affected utility” means a public service corporation that provides electric service to retail customers in Arizona.
“Baseline” means the level of electricity demand, electricity consumption, and associated expenses estimated to occur
in the absence of a DSM portfolio, determined as provided in R14-2-2413,

*CHP"” means combined heat and power, which is using a primary energy source to simultaneously produce electrical
energy and useful process heat.

“Conservation voltage reduction” or voltage/VAR optimization means the deployment of technologies and strategies to
intentionally operate the transmission and distribution system to provide customer voltages in the lower end of the
acceptable voltage range in order to achieve energy and demand reductions for customers.

*Commission” means the Arizona Corporation Commission.

“Cost-effective” means that the DSM portfolio being evaluated meets the societal test, as determined under R 14-2-
2412,

“Customer” means the person or entity in whose name service is rendered to a single contiguous field, location, or
facility, regardless of the number of meters at the field, location, or facility.

“Delivery system” means the infrastructure through which an affected utility transmits and then distributes electrical
energy to its customers.

. “Demand savings” means the load reduction, measured in kW, occurring during a relevant peak period or periods as a

direct result of energy efficiency and demand response programs.

. “Demand response” means modification of customers’ electricity consumption patterns, affecting the timing or quantity

of customer demand and usage, achieved through intentional actions taken by an affected utility or customer,



19.
20.

21,

23

23

24,

25.

26.
2

28.
29,
30.

31

32,

3%

34,

35

36.

37.

38.

“Distributed generation™ means the production of electricity on the customer’s side of the meter, for use by the
customer, through a technology such as solar photovoltaic panels or CHP.

“DSM” means demand-side management, the implementation and maintenance of one or more DSM programs that
comprise a DSM portfolio.

“DSM measure” means any material, device, technology, educational program, practice, or facility alteration designed
to result in reduced peak demand, increased energy efficiency, or shifting of electricity consumption to off-peak periods
and includes CHP used to displace space heating, water heating, or another load.

*DSM portfolio™ means the entire suite of DSM programs offered to residential customers, including low-income
customers; or to non-residential customers.

“DSM program” means one or more DSM measures provided as part of a single offering to customers.

“DSM tariff” means a Commission-approved schedule of rates designed to recover an affected utility’s reasonable and
prudent costs of complying with this Article,

"Electric generation system" means all personal property and operating real property used for the purpose of generating
electricity.

“Electric utility” means a public service corporation providing electric service to the public.

“Energy efficiency” means the production or delivery of an equivalent level and quality of end-use electric service
using less energy, or the conservation of energy by end use customers,

“Energy efficiency standard” means the reduction in retail energy sales, in percentage of retail kWh sales, required to
be achieved through an affected utility’s approved DSM portfolio as prescribed in R14-2-2404.

“Energy savings” means the reduction in a customer’s energy consumption directly resulting from a DSM portfolio,
expressed in kWh,

“Energy service company” means a company that provides a broad range of services related to energy efficiency,
including energy audits, the design and implementation of energy efficiency projects, and the installation and
maintenance of energy efficiency measures.

“Environmental benefits” means avoidance of costs for compliance, or reduction in environmental impacts, for things
such as, but not limited to: a. Water use and water contamination, b. Monitoring storage and disposal of solid waste
such as coal ash (bottom and fly), c. Adverse health effects from burning fossil fuels, and d. Pollutant emissions from
transportation and production of fuels and electricity.

“Incremental benefits” means amounts saved through avoiding costs for fuel, purchased power, new generation
capacity, transmission and distribution capacity, and other cost items necessary to provide electric utility service, along
with other improvements in societal welfare, such as through avoided environmental impacts, including, but not limited
to, water consumption savings, air emission reduction, reduction in coal ash, and reduction of nuclear waste,
“Incremental costs” means the additional expenses of a DSM portfolio, relative to baseline,

“Independent program administrator” means an impartial third party employed to provide objective oversight of energy
efficiency programs.

“kW™ means kilowatt,

“kWh" means kilowatt-hour.

“Leveraging” means combining resources to more effectively achieve an energy efficiency goal, or to achieve greater
energy efficiency savings, than would be achieved without combining resources.

“Load management™ means actions taken or sponsored by an affected utility to reduce peak demands, such as direct
control of customer demands through utility-initiated interruption or cycling, thermal storage, or educational campaigns
to encourage customers to shift loads.

“Low-income customer” means a customer with a below average level of household income, as defined in an affected
utility’s Commission-approved DSM portfolio description.

“Market transformation” means strategic efforts to induce lasting structural or behavioral changes in the market that
result in increased energy efficiency.

“Net benefits” means the incremental benefits resulting from DSM minus the incremental costs of DSM.

“Non-energy benefits” means improvements in societal welfare that are outside the scope of utility system benefits,
including but not limited to increased productivity, increased comfort, increased property value, environmental
benefits, reduced compliance costs, and water savings.

“Portfolio costs” means the expenses incurred by an affected utility as a result of developing, marketing, implementing,
administering, and evaluating a Commission-approved DSM portfolio.

“Self-direction” means an option made available to qualifying customers of sufficient size, in which the amount of
money paid by each qualifying customer toward DSM costs is tracked for the customer and made available for use by
the customer for approved DSM investments upon application by the customer.

“Societal Test” means a cost-effectiveness test of a DSM portfolio that includes both utility system and non-energy
benefits and both utility and customer costs to implement a DSM portfolio; that uses a social discount rate to determine
the net present value of costs and benefits that is based on the yield for long-term U.S, Treasury securities up to a cap



of 3%; that uses a non-energy benefits adder of at least 50% applied to the sum of other quantifiable benefits for low-
income programs within a DSM portfolio; and that uses a non-energy benefits adder of at least 25% applied to the sum
of other quantifiable benefits for all other programs within a DSM portfolio,
39. “Staff” means individuals working for the Commission’s Utilities Division, whether as employees or through contract.
40. “Thermal envelope™ means the collection of building surfaces, such as walls, windows, doors, floors, ceilings, and
roofs, that separate interior conditioned (heated or cooled) spaces from the exterior environment.

R14-2-2402. Applicability

This Article applies to each affected utility classified as Class A according to R14-2-103(A)(3)(q), unless the affected utility is an
electric distribution cooperative that has fewer than 25% of its customers in Arizona,

R14-2-2403. Goals and Objectives

A. An affected utility shall design each DSM portfolio:
1. To be cost-effective, and
2. To accomplish the following:
a.  Energy efficiency,
b. Load management, and/or demand response.

B. An affected utility shall consider the following when planning and implementing a DSM portfolio:
1. Whether the DSM portfolio will achieve cost-effective energy savings and peak demand reductions;
2. Whether the DSM portfolio will advance market transformation and achieve sustainable savings, reducing the
need for future market interventions; and
3. Whether the affected utility can ensure a level of funding adequate to sustain the DSM portfolio and allow the
DSM portfolio to achieve its targeted goal.

C. An affected utility shall:
1. Offer DSM programs within a DSM portfolio that will provide an opportunity for all affected utility customer
segmenits to participate, and
2. Allocate not less than 5% of DSM portfolio resources specifically to low-income customers.

R14-2-2404. Energy Efficiency Standards

A. Except as provided in R14-2-2418, in order to ensure reliable electric service at reasonable ratepayer rates and costs, by
December 3 1, 2030, an affected utility shall, through cost effective DSM portfolios, achieve cumulative annual energy
savings, measured in kWh, equivalent to at least 35% of the affected utility's retail electric energy sales for calendar
year 2029 and in every year thereafter,

B. An affected utility shall, by the end of each calendar year, meet at least the cumulative annual energy efficiency
standard listed in Table | for that calendar year. An illustrative example of how the required energy savings would be
calculated is shown in Table 2. An illustrative example of how the standard could be met in 2030 is shown in Table 4.

Table 1. Energy Efficiency Standard

CALENDAR ENERGY EFFICIENCY STANDARD (Cumulative Annual Energy Savings by the End of Each
YEAR Calendar Year as a Percentage of the Retail Energy Sales in the Prior Calendar Year)
2011 1.25%

2012 3.00%

2013 5.00%

2014 7.25%

2015 9.50%

2016 12.00%

2017 14.50%

2018 17.00%

2019 19.50%

2020 22.00%




2021 23.30%
2022 24.60%
2023 25.90%
2024 27.20%
2025 28.50%
2026 29.80%
2027 31.10%
2028 32.40%
2029 33.70%
2030 35.00%

Table 2. Illustrative Example of Calculating Required Energy Savings

CALENDAR A B c
YEAR RETAIL SALES | ENERGY EFFICIENCY REQUIRED CUMULATIVE ENERGY SAVINGS
(kWh) STANDARD (B of current year x A of prior year)

2010 100,000,000 0

2011 100,750,000 1.25% 1,250,000

2012 101,017,500 3.00% 3,022,500

2013 101,069,925 5.00% 5,050,875

2014 100,915,646 7.25% 7,327,570

2015 100,821,094 9.50% 9,586,986

2016 100,517,711 12.00% 12,098,531

2017 100,293,499 14.50% 14,575,068

2018 100,116,043 17.00% 17,049,895

2019 99,986,628 19.50% 19,522,628

2020 99,902,384 22.00% 21,997,058

2021 100,841,388 23.30% 23,277,255

2022 101,785,056 24.60% 24,806,981

2023 102,748,740 25.90% 26,362,329

2024 103,732,607 7.20% 27,947,657

2025 104,736,836 29,563,793

2026 105,761,611 | 29.80% 31,211,577

2027 31.10% 32,891,861

2028 | 32.40% 34,605,509

2029 108,961,195 33.70% 36,353,398

2030 110,070,178 35.00% 38,136,418

C. An affected utility’s measured reductions in peak demand resulting from cost-effective demand response and load
management programs may comprise up to one percentage points of the 35% energy efficiency standard through 2030,
with peak demand reduction capability from demand response converted to an annual energy savings equivalent based
on its actual load factor or 4%, whichever is greater. The credit for demand response and load management peak
demand reductions shall not exceed 5% of the energy efficiency standard set forth in subsection (B) for any year
through 2030.
D. An affected utility’s energy savings resulting from DSM energy efficiency programs implemented before the effective

date of this Article, but after 2004, may be credited toward meeting the energy efficiency standard set forth in
subsection (B) through 2020. The total energy savings credit for these pre-rules energy efficiency programs shall not
exceed 4% of the affected utility’s retail energy sales in calendar year 2005. A portion of the total energy savings credit
for these pre-rules energy efficiency programs may be applied each year, from 2016 through 2020, as listed in Table 3,
Column A.

Table 3. Credit for Pre-Rules Energy Savings

CALENDAR YEAR A B

CREDIT FOR THE PRE-RULES CUMULATIVE APPLICATION OF THE
ENERGY SAVINGS APPLIED IN CREDIT FOR THE PRE-RULES




EACH YEAR (Percentage of the Total | ENERGY SAVINGS IN 2016-2020
Eligible Pre-Rules Cumulative Annual | (Percentage of the Total Eligible Pre-
Energy Savings That Shall Be Applied | Rules Cumulative Annual Energy Savings
in the Year) That Are Credited by the End of Each
Year)

2016 7.5% 7.5%

2017 15.0% 22.5%

2018 20.0% 42.5%

2019 25.0% 67.5%

2020 32.5% 100.0%

E.  An affected utility may count toward meeting the standard up to one-third of the energy savings resulting from energy

efficiency building codes and energy efficiency appliance standards, provided that the affected utility played a direct
role in achieving the savings through DSM program implementation. The partial credit for building code energy
savings or energy efficiency appliance standards shall be quantified and reported through a measurement and
evaluation study undertaken by the affected utility and shall be commensurate with the direct role that the affected
utility played to achieve the savings through DSM program implementation.

An affected utility may count the energy savings from combined heat and power (CHP) systems that do not qualify
under the Renewable Energy Standard toward meeting the energy efficiency standard, provided that the affected utility
played a direct role in supporting the implementation of a CHP system through DSM program implementation. The
credit for savings from CHP shall be quantified and reported through a measurement and evaluation study undertaken
by the affected utility and shall be commensurate with the direct role that the affected utility played to achieve the
savings through DSM program implementation.

An affected utility may count a customer’s energy savings resulting from self-direction toward meeting the standard.

With the exception of conservation voltage reduction, an affected utility’s energy savings resulting from efficiency
improvements to its transmission or distribution system may not be counted toward meeting the standard.

An affected utility's energy savings resulting from efficiency improvements made directly to its electric generation
system, including heat rate improvements to power plants, may not be counted toward meeting the standard,

An affected utility’s energy savings used to meet the energy efficiency standard will be assumed to continue through
the year 2030 or, if expiring before the year 2030, to be replaced with a DSM portfolio and programs having at least the
same level of efficiency.

Table 4. Illustrative Example of How the Energy Standard Could Be Met in 2030

2030 Energy Efficiency 2029 Retail Sales (kWh) Required Cumulative Annual
Standard Energy Savings (kWh)
Total 35.00% 108,961,195 38,136,418
Breakdown of Savings and Credits Used To Meet 2030 Standard:
Cumulative Annual Energy
Savings or Credit (kWh)
Demand Response Credit Up to 1.00% 1,089,612
R14-2-2404(C)
Pre-rules Savings Credit 1,100,000*
R14-2-2404(D)
Building Code R14-2- 1,000,000
2404(E)
CHP R14-2-2404(F) 500,000
Self-direction R14-2- 100,000
2404(G)
Energy Efficiency R14-2- 34,346,806
2404(A)
Total 38,136,418




*The total pre-rules savings credit is capped at 4% of 2005 retail energy sales, and the total credit is allocated over five years
from 2016 to 2020, The credit shown above represents an estimate of the portion of the total credit that can be taken in 2020,
or 32.5% of the total credit allowed.

R14-2-2405. Implementation Plans

A,

Except as provided in R14-2-2418, on June | of each odd year, or annually at the election of each affected utility, each
affected utility shall file with Docket Control, for Commission review and approval, an implementation plan describing
how the affected utility intends to meet the energy efficiency standard for the next one or two calendar years, as
applicable, except that the initial implementation plan shall be filed within 30 days of the effective date of this Article.

The implementation plan shall include the following information:

1. Except for the initial implementation plan, a description of the affected utility's compliance with the requirements
of this Article for the previous calendar year;

2. Except for the initial implementation plan, which shall describe only the next calendar year, a description of how
the affected utility intends to comply with this Article for the next two calendar years, including an explanation of
any modification to the rates of an existing DSM adjustment mechanism or tariff that the affected utility believes
is necessary;

3. Except for the initial implementation plan, which shall describe only the next calendar year, a description of each
DSM program within a DSM portfolio to be newly implemented or continued in the next two calendar years and
an estimate of the annual kWh and kW savings projected to be obtained through each DSM portfolio and program;

4. The estimated total cost and cost per kWh reduction of each DSM measure, program, and portfolio described in
subsection (B)(3);

5. A DSM tariff filing complying with R14-2-2406(A) or a request to modify and reset an adjustment mechanism
complying with R14-2-2406(C), as applicable; and

6. For each new DSM program or DSM measure that the affected utility desires to implement within a DSM
portfolio, a program proposal complying with R14-2-2407.

An affected utility shall notify its customers of its annual implementation plan filing through a notice in its next
regularly scheduled customer bills.

The Commission may hold a hearing to determine whether an affected utility’s implementation plan satisfies the
requirements of this Article within 180 days after such implementation plan is filed with the Commission. The
Commission may suspend this deadline or adopt an alternative procedural schedule for good cause.

An affected utility’s Commission-approved implementation plan, and the DSM portfolio and programs authorized
thereunder, shall continue in effect until the Commission takes action on a new implementation plan for the affected
utility.

A utility shall not implement any program changes proposed in an implementation plan until such changes are
approved by the Commission.

R14-2-2406. DSM Tariffs
A. An affected utility’s DSM tariff filing shall include the following:

B.

1. A detailed description of each method proposed by the affected utility to recover the reasonable and prudent costs
associated with implementing the affected utility’s intended DSM portfolio;

2. Financial information and supporting data sufficient to allow the Commission to determine the affected utility’s
fair value, including, at 8 minimum, the information required to be submitted in a utility annual report filed under
R14-2-212(G)(4):

3. Data supporting the level of costs that the affected utility believes will be incurred in order to comply with this
Article; and

4.  Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff
filing.

The Commission shall approve, modify, or deny a tariff filed pursuant to subsection (A) within 180 days after the tariff
has been filed. The Commission may suspend this deadline or adopt an altemative procedural schedule for good cause.



C. Ifan affected utility has an existing adjustment mechanism to recover the reasonable and prudent costs associated with
implementing a DSM portfolio, the affected utility may, in lieu of making a tariff filing under subsection (A), file a
request to modify and reset its adjustment mechanism by submitting the information required under subsections (A)(1)
and (3).

R14-2- 2407. Commission Review and Approval of DSM Programs and DSM Measures
A. An affected utility shall obtain Commission approval before implementing a new DSM program.

B. An affected utility may apply for Commission approval of a DSM program by submitting a proposal either as part of its
DSM portfolio implementation plan submitted under R14-2-2405 or through a separate application that identifies the
DSM portfolio under which the DSM program will be added.

C. A DSM portfolio or program proposal shall include the following:

1. A description of the DSM programs and DSM measures that the affected utility desires to implement as part of the
DSM portfolio,

2, The affected utility’s objectives and rationale for the DSM programs and portfolio,

3, Adescription of the market segment at which the DSM programs and portfolio is aimed,

4.  An estimated level of customer participation in the DSM programs and portfolio,

5. An estimate of the baseline for the components of the DSM portfolio,

6. The estimated societal benefits and savings from the DSM programs and portfolio,

7. The estimated societal costs of the DSM programs and portfolio,

8. The estimated environmental benefits to be derived from the DSM programs and portfolio,

9.  The estimated benefit-cost ratio of the DSM programs and portfolio,

10. The affected utility’s marketing and delivery strategy,

11. The affected utility’s estimated annual costs and budget for the DSM programs and portfolio,

12. The implementation schedule for the DSM programs and portfolio,

13. A description of the affected utility’s plan for monitoring and evaluating the DSM programs and portfolio, and

14. Any other information that the Commission believes is relevant to the Commission’s consideration of the tariff
filing.

D. In determining whether to approve a DSM proposal, the Commission shall consider:
1. The extent to which the Commission believes the DSM portfolio will meet the goals set forth in R14-2-2403(A),
and
2. All of the considerations set forth in R14-2-2403(B).

E. Staff may request modifications of an on-going DSM portfolio or DSM programs within a DSM portfolio to ensure
consistency with this Article. The Commission shall allow affected utilities adequate time to notify customers of
modifications.

R14-2-2408. Parity and Equity

A. An affected utility shall develop and propose DSM programs within DSM portfolios for:
1. Residential customers, including low-income customers, and
2. Non-residential customers.

B. No less than 5% of the total DSM budget shall be devoted to programs or program components for low-income
customers,

C. An affected utility shall allocate DSM funds collected from residential customers and from non-residential customers
proportionately to those customer classes to the extent practicable.

D. The affected utility costs of DSM programs for low-income customers shall be borne by all customer classes, except
where a customer or customer class is specifically exempted by Commission order.

E. DSM funds collected by an affected utility shall be used, to the extent practicable, to benefit that affected utility’s
customers.



F. All customer classes of an affected utility shall bear the costs of DSM by payment through a non-bypassable
mechanism, unless a customer or customer class is specifically exempted by Commission order.

R14-2-2409. Reporting Requirements

A. By March 1 of each year, an affected utility shall submit to the Commission, in a Commission-gstablished docket for
that year, a DSM progress report providing information for each of the affected utility’s Commission-approved DSM
portfolios and programs within each portfolio and including at least the following:

1. An analysis of the affected utility’s progress toward meeting the annual energy efficiency standard,

2. A list of the affected utility’s current Commission-approved DSM portfolios and programs within each portfolio,
organized by customer segment;

3. A description of the findings from any research projects completed during the previous year; and

4. The following information for each Commission-approved DSM portfolio and programs within each portfolio:

A brief description;

Goals, objectives, and savings targets;

The level of customer participation during the previous year;

The costs incurred during the previous year, disaggregated by type of cost, such as administrative costs,

rebates, and monitoring costs;

A description and the results of evaluation and monitoring activities during the previous year;

Savings realized in kW, kWh, therms, and BTUs, as appropriate;

The environmental and non-energy benefits realized, including reduced emissions and water savings;

Incremental benefits and net benefits, in dollars;

Performance-incentive calculations for the previous year;

Problems encountered during the previous year and proposed solutions;

A description of any modifications proposed for the following year; and

Whether the affected utility proposes to terminate any DSM program within a DSM portfolio and the

proposed date of termination.
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B. By September 1 of each year, an affected utility shall file a status report including a tabular summary showing the
following for each current Commission-approved DSM portfolio and program within each portfolio of the affected
utility:

1. Semi-annual expenditures compared to annual budget, and
2. Participation rates.

C.  Anaffected utility shall file each report required by this Section with Docket Control, where it will be available to the
public, and shall make each such report available to the public upon request.

D. An affected utility may request within its implementation plan that these reporting requirements supersede specific
existing DSM reporting requirements.

R14-2-2410. Cost Recovery

A.  An affected utility may recover the costs that it incurs in planning, designing, implementing, and evaluating a DSM
portfolio and programs within a DSM portfolio if the DSM portfolio is all of the following:
1. Approved by the Commission before it is implemented,
2. Implemented in accordance with a Commission-approved program proposal or implementation plan, and
3. Monitored and evaluated for cost-effectiveness pursuant to R14-2-2415.

B. An affected utility shall monitor and evaluate each DSM portfolio and program, as provided in R14-2-2415, to
determine whether the DSM portfolio is cost-effective and otherwise meets expectations.

C. If an affected utility determines that a DSM portfolio is not cost-effective or otherwise does not meet expectations, the
affected utility shall include in its annual DSM progress report filed under R14-2-2409 a proposal to modify or
terminate the DSM portfolio.

D. An affected utility shall recover its DSM costs concurrently, on an annual basis, with the spending for a DSM portfolio,
unless the Commission orders otherwise.



An affected utility may recover costs from DSM funds for any of the following items, if the expenditures will enhance
DSM:

Incremental labor attributable to DSM development,

A market study,

A research and development project such as applied technology assessment,

Consortium membership, or

Another item that is difficult to allocate to an individual DSM porifolio.
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The Commission may impose a limit on the amount of DSM funds that may be used for the items in subsection (E).

If goods and services used by an affected utility for DSM have value for other affected utility functions, programs, or
services, the affected utility shall divide the costs for the goods and services and allocate funding proportionately.

An affected utility shall allocate DSM costs in accordance with generally accepted accounting principles.

The Commission shall review and address financial disincentives, recovery of fixed costs, and recovery of net lost
income/revenue, due to Commission-approved DSM portfolios and programs, if an affected utility requests such review
in its rate case and provides documentation/records supporting its request in its rate application.

An affected utility, at its own initiative, may submit to the Commission twice-annual reports on the financial impacts of
its Commission-approved DSM portfolios and programs, including any unrecovered fixed costs and net lost
income/revenue resulting from its Commission-approved DSM portfolios and programs.

R14-2-2411. Performance Incentives

In the implementation plans required by R14-2-2405, an affected utility may propose for Commission review a performance
incentive to assist in achieving the energy efficiency standard set forth in R14-2-2404. The Commission may also consider
performance incentives in a general rate case,

R14-2-2412, Cost-effectiveness

A,

An affected utility shall ensure that the incremental benefits to society of the affected utility’s overall DSM portfolio
exceed the incremental costs to society of the DSM portfolio.

The overall DSM portfolio shall be evaluated to determine cost-effectiveness using the societal test.

The analysis of a DSM portfolio’s cost-effectiveness may include:

1. Costs and benefits associated with reliability, improved system operations, environmental impacts, and customer
service;

2.  Savings of both natural gas and electricity; and

3. Any uncertainty about future streams of costs or benefits,

An affected utility shall make a good faith effort to quantify water consumption savings and air emission reductions,
while other environmental costs or the value of environmental improvements shall be estimated in physical terms when
practical but may be expressed qualitatively.

For purposes of analyzing DSM portfolio cost-effectiveness, market transformation programs within a DSM portfolio
shall be evaluated by measuring market effects compared to program costs.

For purposes of analyzing DSM portfolio cost-effectiveness, educational programs that support consumer and business
adoption of energy efficiency, load management or demand response measures are not required to be cost effective and
shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion causes the portfolio not to pass the
societal test.

For purposes of analyzing DSM portfolio cost-effectiveness, research and development and pilot programs are not
required to be cost-effective and shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion



causes the portfolio not to pass the societal test.

For purposes of evaluating DSM portfolio cost-effectiveness, an affected utility’s low-income customer programs are
not required to be cost-effective and shall be excluded from the portfolio cost-effectiveness evaluation if their inclusion
causes the portfolio not to pass the socictal test.

R14-2-2413. Baseline Estimation

A,

To determine the baseline, an affected utility shall estimate the level of electric demand and consumption and the
associated costs that would have occurred in the absence of a DSM portfolio, including the DSM programs or DSM
measures within a DSM portfolio.

For demand response programs, an affected utility shall use customer load profile information to verify baseline
consumption patterns and the peak demand savings resulting from demand response actions.

For installations or applications that have multiple fuel choices, an affected utility shall determine the baseline using the
same fuel source actually used for the installation or application,

R14-2-2414. Fuel Neutrality

A,

B.

An affected utility shall use DSM funds collected from electric customers for electric DSM programs, unless otherwise
ordered by the Commission.

An affected utility may use DSM funds collected from electric customers for thermal envelope improvements,

R14-2-2415. Monitoring, Evaluation, and Research

A,

An affected utility shall monitor and evaluate each DSM portfolio to:

Ensure compliance with the cost-effectiveness requirements of R14-2-2412;

Determine participation rates, energy savings, and demand reductions;

Assess the implementation process for the DSM portfolio;

Obtain information on whether to continue, modify, or terminate a DSM program within a DSM portfolio; and
Determine the persistence and reliability of the affected utility’s DSM.,

An affected utility may conduct evaluation and research, such as market studies, market research, and other technical
research, for DSM program planning, product development, and DSM program improvement within a DSM portfolio.
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R14-2-2416. Program Administration and Implementation

A.

An affected utility may use an energy service company or other external resource to implement a DSM program or
DSM measure within a DSM portfolio,

The Commission may, at its discretion, establish independent program administrators who would be subject to the
relevant requirements of this Article.



R14-2-2417. Leveraging and Cooperation

A. An affected utility shall, to the extent practicable, participate in cost sharing, leveraging, or other lawful arrangements
with customers, vendors, manufacturers, government agencies, other electric utilities, or other entities if doing so will
increase the effectiveness or cost-effectiveness of a DSM portfolio.

B. An affected utility shall participate in a DSM program with a natural gas utility when doing so is practicable and if
doing so will increase the effectiveness or cost-effectiveness of a DSM portfolio.

R14-2-2418. Compliance by Electric Distribution Cooperatives

A. An electric distribution cooperative that is an affected utility shall comply with the requirements of this Section instead
of meeting the requirements of R14-2-2404(A) and (B) and R14-2-2405(A).

B. An electric distribution cooperative shall, on June 1 of each odd year, or annually at its election:

1. File with Docket Control, for Commission review and approval, an implementation plan for each DSM portfolio
and programs within a portfolio to be implemented or maintained during the next one or two calendar years, as
applicable; and

2. Submit to the Director of the Commission’s Utilities Division an electronic copy of its implementation plan in a
format suitable for posting on the Commission’s web site.

3. Animplementation plan submitted under subsection (B) shall set forth an energy efficiency goal for each year of
at least 75% of the savings requirement specified in R14-2-2404 and shall include the information required under
R14-2-2405(B).

4.  Submit annual DSM reports in accordance with the requirements in R14-2-2409.

R14-2-2419, Waiver from the Provisions of this Article

A. The Commission may waive compliance with any provision of this Article for good cause,

B. An affected utility may petition the Commission to waive its compliance with any provision of this Article for good
cause.

C. A petition filed pursuant to this Section shall have priority over other matters filed under this Article.



